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ECONOMIC SECURITY AND UNEMPLOYMENT 
INSURANCE.! 


So far we have only been dealing with the apparatus and 
methods of research and exposition, and not at all with the objects 
to which such research should be applied, still less with the 
ultimate ends of economic study and conduct. 

The next tendency we have to note belongs to quite another 
region of ideas. This is the growing emphasis laid on ends as 
distinguished from means as the subject of economic study. 

There used to be some disposition to question whether the 
economist was at all concerned with ends, whether he had not 
fully discharged his duty in making a correct analysis of the struc- 
ture of existing economic society and of the forces acting upon it ; 
and it was rather the fashion to suggest that when this analysis 
was completed the economist should depart, and leave the practical 
statesman to collate his report with those of the moralist and the 
politician, and to draw the necessary inferences as to practical 
policy from their combined study. 

Such a limitation as this would have been quite foreign to the 
ideas of the early makers of political economy. The medieval 

1 Part of the address given to the Economic Science and Statistics Section by 
Sir H. Llewellyn Smith, K.C.B., President of the Section, at the Meeting of the 
British Association for the Advancement of Science in Sheffield, 1910. In order to 
concentrate attention on the topic which is of most immediate practical importance, 
we have not reproduced the President’s introductory remarks on apparatus and 
methods of research, on the controversy between the advocates of different methods, 
on the uses and limitations of technical terminology and mathematical conceptions, 
on the increasing stress laid on quantitative measurement and other matters. Our 
readers will find this part of the Address printed im extenso in the Report of the 
British Association for 1910.—Eb1Tor. 
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thinkers were frankly concerned with economic conduct and 
morals; the mercantilists with the very practical question of 
adapting economic policy to the race for national power; the 
physiocrats with the freeing of pre-revolution France from the 
network of vexatious and oppressive State restrictions on industry 
with a view to giving free play to the natural expansion of 
manufacture and commerce. Malthus was engaged in combating 
social utopias, while Adam Smith was concerned, as we have 
been recently reminded in Professor Nicholson’s striking book, 
with every field of political and moral activity, as well as with 
that region within which economic science is usually supposed to 
be confined. The author of the “Wealth of Nations” would 
certainly have been astonished at the suggestion that political 
economy is not concerned with ends. Yet the first step towards 
at least a temporary divorce between the study of economic ends 
and means was taken when Adam Smith enunciated his famous 
conclusion that “all systems, either of preference or of restraint . . . 
being . . . completely taken away, the obvious and simple system 
of natural liberty establishes itself of its own accord.” 

I am not concerned to discuss whether this conclusion was an 
induction from experience or a deduction from moral or theological 
presuppositions, or how far it is to be qualified by many other 
passages in the same great work. But in any case the proposition 
that the natural forces of human desires and aversions, and their 
mutual reactions, will naturally and without conscious intention 
on the part of the individual lead to the greatest advantage of 
society, became the starting-point of a school of propagandists of 
economic truth who too often identified the indicative with the 
imperative mood, and blurred the distinction between scientific 
generalisations and moral precepts of conduct. 

To those who adopted this view of the Economic Harmonies in 
its extreme form the question whether poiitical economy is con- 
cerned with ends as distinct from means became a relatively 
unimportant question, and fell naturally into the background. 

The maximising of production (or, as we should now say, of 
the national dividend) is the only end that these economists could 
be said to propound, the distribution of the resultant wealth being 
automatically determined by the beneficent action of the “system 
of natural liberty.” Sooner or later the current utilitarian 
philosophy, with its principle of “greatest happiness,” was bound 
to come into conflict with this ideal, for the policy of maximising 
satisfaction is clearly not identical with that of maximising produc- 
tion. The enunciation of “maximum satisfaction” as an end 
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necessarily raised—though it could not solve—the question of 
distribution of wealth among different social classes. In regard 
to this matter it shook confidence in the shallow dogmatism of the 
propagandist economists, but it substituted no definite alternative 
commanding general assent, and accordingly the immediate 
practical result on economic thought was not to inspire it with 
a new creed, but to deprive it of all creed, and to replace the 
art of political economy by the conception of an economic science 
concerned solely with the ascertainment of the results which flow 
from certain hypothetical assumptions, and not at all with guiding 
mankind towards a desirable goal. 

Such a view could hardly hold permanent sway, though it was 
a great advance on the dogmatic and insolent optimism which it 
displaced, and nominally at least it dominated English economic 
thought from the middle of the nineteenth century almost to the 
present day. This domination has, however, been more nominal 
than real. The limitation was from the first subjected to vigorous 
criticism, and at bottom the critics were right, for however 
carefully we may expel the idea of ends from our reasoning, 
current ideals and even prejudices are certain to affect our choice 
of hypotheses. As a fact, all the latter-day economists have by 
one expedient or another escaped from their own theoretic 
limitation. To take a single example, it has become a recognised 
axiom of economic reasoning that the diminution of poverty is 
@ proper object of economic effort. Of course, the pure utilitarian 
would have nothing to do with distinctions of quality in happiness 
—distinctions which are fatal to the simplicity of his magic 
formula—and the utilitarian school of economists attempted no 
direct discrimination in their measurements of utility and value 
between the qualities which render an article an object of desire. 
The fact that a thing is desired proved its right to be called 
“useful” within the meaning of their theory, and it must be 
admitted that no coherent objective theory of value could be built 
up on any other basis. Nevertheless, it is no new discovery that 
things of equal value to the individuals who possess them 
at a given moment may conduce in very different degrees 
to the ultimate national advantage. The old distinction between 
productive and unproductive expenditure, and Adam Smith’s 
difficult argument as to the relative advantages of near and distant 
trade, are examples of distinctions of this kind which were present 
to the minds even of the economists who were most dominated by 
the theory of natural liberty. 

The great and growing importance attached by the best modern 
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economists to the element of time, and the consequential recog- 
nition of the importance of ultimate as distinct from immediate 
effects, tend pro tanto to discriminate between different qualities 
of satisfaction, and to give increased weight to those kinds which 
tend to the building up and husbanding of the permanent economic 
interests of the Commonwealth, as compared with the transitory 
satisfactions which perish in their own gratification—in short, 
between the nobler and ignobler forms of utility. 

I think it is a matter which needs the careful consideration of 
economists at the present day, whether the time has not come 
when they should accept fully and frankly the task, from which in 
any case they cannot entirely escape, of distinguishing between 
noble and ignoble ends of economic conduct, and should regard all 
their methods of research—historical, analytical, comparative, and 
statistical—as only means to this end. 

On the present occasion I cannot do more than illustrate my 
meaning by a single important example. 

The recognition that the purposes and modes of consumption of 
commodities have to be taken into account, as well as the mere 
amount of satisfaction yielded by them to their consumers, brings 
with it the necessity for recognising the distribution of income in 
respect of time, no less than in respect of class, as an essential 
factor in the national well-being. 

Thus, for example, a regular income of £2 a week may have 
a very different economic significance from an income amounting 
in the aggregate to £104 in the year, but receivable in irregular 
and unequal instalments. Still more widely does it differ 
economically from the chance of a variable annual income 
averaging £104 one year from another. 

Now one of the most significant and important economic 
tendencies of the present day is the growing recognition of the 
importance of security and regularity in all operations of industry 
and commerce. It is, of course, a trite commonplace that the 
foundation of commerce is security—that safety of person and 
property and security for the performance of legal obligations are 
essential conditions of all industrial and commercial development. 
But it is not of these elementary guarantees that I am speaking, 
but of the tendency which I see to attach ever greater importance 
to the certainty and regularity of sequence as distinguished from 
the mere aggregate volume of business transactions. This 
tendency is reflected in the enormous development of the method 
of insurance as a protection against risk. 

Nor is this development confined to business transactions 
properly so-called. A number of the risks and contingencies of 
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human life which cause irregularity and uncertainty in working- 
class incomes have been brought within the sphere of insurance, 
whether by voluntary institutions or, as in Germany, by a State 
system of organisation. And the question of the perfection and 
further development of the methods of social insurance is absorbing 
a large amount of the best thought of the day. 

All this points to the growing importance attached by social 
observers to stability and regularity, and the grounds for this 
attitude are sufficiently obvious, whether we look at the matter 
from the point of view of the economy of the workman’s house- 
hold, or of the deteriorating effects of irregular habits on physique 
and character. It may perhaps be suggested that the growing 
social concern for the maintenance of stability is the counterpart of 
the growing conviction that with the world-wide development of 
industry the causes of fiuctuations and irregularity are becoming 
continually more incalculable and their effects more unavoidable 
by unaided individual effort. 

Is this tendency to exalt security as an end to a healthy 
tendency, or ought it to fill us with apprehension ? 

The ideal of security may not at first sight seem a very heroic 
aim to put before a country whose economic traditions form a 
veritable romance of adventure, full of the joy of risks encountered 
and dangers overcome. Some may think with misgiving that the 
conscious pursuit of a policy of safety implies that we have passed 
the stage of economic youth and expansion and are entering on the 
dusk of old age. ‘They may feel as when at Ktome we contemplate 
Aurelian’s great wall which for centuries withstood the inroads 
of barbarians, but the building of which none the less marked the 
definite close of the period of the fearless and aggressive supremacy 
of Rome. Are the nations of Europe being invited to enter with 
the old gods into the fortress of Valhalla, there to await in well- 
planned security but in growing gloom their inevitable decline? 
The question is cogent and searching, and modern nations must 
find the true answer at their peril, for if the two ideals of free 
adventure and economic security admit of no reconciliation, then 
the fate of our civilisation is only a matter of time. 

But fortunately it is not necessary to admit the essential opposi- 
tion of these two ideals rightly conceived. For as it seems to me 
there is a noble as well as an ignoble ideal of adventure, and, 
corresponding thereto, there is a noble as well as an ignoble ideal 
of security, and the great problem that lies before us in the future 
is to distinguish rightly between them and to direct our national 
policy accordingly. 

The first step towards making this distinction is to recognise 
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that ignoble as well as noble results are produced by exposure 
to risks. If fearless re-olution and foresight in encountering and 
combating danger and risk produced the race of Elizabethan 
mariners and explorers, and to-day gives us a Shackleton or a 
Sven Helin, we know also the craven and panic-stricken popula- 
tion which lives on the slopes of a volcano, exposed every day to 
incalculable risks against which no precautions can avail. 

It is, I think, a definite induction from history and observation 
that when risk falls outside certain limits as regards magnitude 
and calculability, when, in short, it becomes what I may call a 
gambler’s risk, exposure thereto not only ceases to act as a bracing 
tonic, but produces evil effects of a very serious kind. 

It is to the general interest, and it tends to the building up and 
strengthening of the national character, that everyone should have 
as strong a motive as possible to guard against risks which can 
be avoided by reasonable precautions on the part of the individual, 
and it is also to the general interest that within certain limits the 
individual should have sufficient resisting power and reserve 
strength to encounter without the support of his fellows the or- 
dinary minor ups and downs of life which it is not within his power 
to avoid. What these limits are cannot be laid down dogmatically : 
they vary widely from nation to nation, from class to class, and 
from age to age. Vicissitudes which mean famine to the savage 
pass quite unnoticed in advanced industrial communities, and 
classes who are accustomed to yearly salaries are unconcerned 
with fluctuations which bring privation to the weekly wage earner. 
But within any given nation and class the limits probably change 
but slowly, and though different schools of social observers will 
certainly fix the limits at somewhat different points, and there is 
no doubt a neutral zone within which the relative public advan- 
tages and disadvantages of exposure to risk are fairly equally 
balanced, or at least may be open to legitimate debate, I am 
disposed to think that the majority of fair-minded men would not 
differ very widely in the principles governing the demarcation 
between the spheres of individual and of social protection against 
economic risk. 

To take, for example, the risks of unemployment, I think 
most people would agree that the personal risk of losing employ- 
ment through bad work, irregular attendance, or drunken habits 
is one which it is absolutely necessary in the public interest to 
leave attached in all its forces to the individual workman. For 
the community to guarantee employment to all irrespective of 
personal effort or efficiency would necessarily impair the national 
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character and lower the national standard. This is, therefore, a 
risk the direct incidence of which must be borne by the individual, 
the action of the community being confined to such indirect 
measures as may strengthen the power of the individual to meet 
the risk, as, for example, by technical and general training. 

On the other hand I think that most people would agree that 
in a country like the United Kingdom at the present time, the 
incalculable risk of a prolonged depression of trade, due perhaps 
to some financial catastrophe thousands of miles away, is one the 
exposure to which of the individual workman does little but harm. 
Such a risk is too much beyond his powers of foresight, and also 
too great in magnitude in proportion to his reasonable opportunities 
of making provision, to exercise any appreciable effect in stimu- 
lating self-help, while the liability to see all his savings swept away 
in a few weeks by cyclical fluctuations in employment which he 
can do nothing to avoid is a demoralising risk, acting on his 
character precisely like the liability to earthquake or other 
cataclysm, and discouraging to a marked extent the accumulation 
of savings and the development and maintenance of habits of 
providence. 

Between these two extremes, the risk due to personal in- 
efficiency and that resulting from a world-wide depression of 
trade, lie intermediate classes of risks about which there might 
be more difference of opinion, and the incidence of which probably 
acts on national character in very different ways in countries at 
different stages of development. 

I propose presently to examine more closely some of these 
classes of risks. At the moment, however, I am only concerned to 
illustrate my general proposition that neither free adventure nor 
economic security suffices singly as an ideal of economic conduct 
without careful discrimination, and that the criterion for such 
discrimination is the effect of exposure to each class of risk in 
building up or degrading the national character. 

In suggesting that the attention of economists is being directed 
and will continue to be directed in an increasing degree to the 
ends of economic conduct as distinct from a mere analysis and 
description of existing conditions, I have taken a single example, 
the pursuit of economic security as an objective, and have drawn 
a vital distinction between the classes of economic risks exposure 
to which tends to the building up or to the degradation of the 
national character. And as regards these risks, I have taken a 
single illustration, that of unemployment, partly because the evils 
resulting therefrom have been very much in our thoughts during 
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the last few years, partly because their analysis affords good 
illustrations of almost every class of economic risk. 

I might go on to take other examples, but I think that it may 
perhaps serve a more useful purpose if during the time that remains 
to me I follow up in further detail the particular illustration which 
I have chosen, and inquire specifically how far the risks of unem- 
ployment are risks which it is expedient in the public interest that 
each individual should be left to meet unaided, or how far they 
are, from the social point of view, “insurable risks” which can 
properly be met by combined action. 

We shall find that the reply to the proposition is by no means 
a simple one, that it will differ to a large extent for different trades, 
and that probably it will also differ widely for different countries. 

At the outset it is to be noted that I use the term “insurable 
risk” for the purpose of this inquiry in a much narrower sense 
than that which it bears in the ordinary language of the insurance 
world. Broadly speaking, if the term be used in its widest sense 
there are no risks that are not insurable except those which are 
the result of the direct wilful act of the insured person. Thus 
you can insure against fire but not arson, against death but not 
suicide. And even with regard to acts which are voluntary the 
modern tendency is to take a very broad view, and to narrow the 
classes of cases excluded. Thus most life assurance companies 
will pay on death, even if due to suicide, provided that the policy 
was taken out sufficiently long before the death to make it fairly 
certain that suicide was not in contemplation at the time. 

As I am now using the term “insurable,” however, I mean not 
merely a risk in respect of which you could get some company or 
underwriter to quote you a premium, but a risk for which some 
sort of social insurance is a practicable and appropriate remedy— 
bearing in mind the critical distinction already drawn between 
different classes of risks. 

Moreover, by “insurable risk” I do not mean a risk which 
can be fully covered by insurance, but one the consequences of 
which may be mitigated by a payment which nevertheless falls 
far short of complete indemnity. It hardly needs demonstration 
that full indemnity against the risks of unemployment could not 
be offered without disastrous results, inasmuch as a large section 
of persons regard idleness as in itself more attractive than work. 
The general practice of organisations, voluntary or public, which 
insure against sickness, accident, or unemployment, is to make 
the benefit payable much less than the full rate of wages, and in 
all that follows this condition is assumed. 
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For the purpose of the present inquiry the causes of unemploy- 
ment group themselves naturally under three heads—periodic 
fluctuations, local and industrial displacements, and personal 
causes. 

Of these I have already touched on the first group in discussing 
cyclical and seasonal fluctuations of employment. Seasonal 
changes are, of course, the direct result of cosmical causes, and 
whether or not cyclical fluctuations are ultimately psychological 
or (as Jevons thought) cosmical phenomena, there can be no doubt 
that for our present purpose we may regard them as ultimate 
facts beyond the control of the individual. These two elements 
in unemployment are pre-eminently insurable elements, since, 
being due to recurrent oscillations and not to progressive changes, 
they can only be met by some method, either individual or 
collective, of spreading the earnings of good periods over good 
and bad alike, and not by any remedy which aims at altering the 
permanent relation between the demand for labour and the supply. 
Moreover, of the two alternative methods, collective insurance is 
more appropriate for the purpose than individual providence, 
because while the oscillations are fairly well defined, their intensity 
and (in the case of cyclical fluctuations) their wave length are 
affected by many uncertain elements, climatic, financial, indus- 
trial, and political, which are incapable of exact prediction, and 
(what is even more important) the personal incidence of the 
unemployment due to the oscillations is uncertain. 

The next group of causes includes changes in industrial pro- 
cesses or methods, or in the lore! distribution of industries, or 
in the character of industrial demand. How far are these classes 
of risks properly insurable ? 

As regards local distribution, the answer depends on the scope 
of the insurance scheme. No purely local fund can, of course, 
compensate a workman for the shifting of his industry to other 
districts, without incurring ruinous expense besides impairing the 
mobility of labour. If, however, the insurance scheme be national 
in scope and be worked in conjunction with systematic machinery 
for notifying to the workman the existence of vacancies in other 
districts, the risk of unemployment due to local displacement is 
clearly an “insurable” risk. As no national scheme could embrace 
a wider area than the United Kingdom, the above argument does 
not apply with its full force to the risk of displacement of industry 
by foreign competition, and this case needs separate treatment. 
It is undoubtedly a risk beyond the individual’s control, and it 
has, therefore, one of the essential marks of an insurable risk: 
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and if the scheme embrace a large group of trades of sufficient 
variety to insure each other against the risk of some particular 
branch being attacked by foreign competition, there is no reason 
why this class of risk should throw an excessive burden on a 
national fund. The only question to be considered is, therefore, 
whether the insurance of British workmen in an industry liable 
to be transferred by competition to a foreign country will operate 
prejudicially by checking industrial mobility, there being obviously 
not the same opportunity for the workman to follow the work as 
in the case of local redistribution of industry within the limits 
of the insuring country. 

In this respect the case we are now considering is on all fours 
with that of a trade decaying through a permanent change of 
industrial demand, or an alteration of industrial processes. If 
there is appreciable mobility of labour between the decaying trade 
and other healthy branches embraced within the scope of the 
insurance scheme, and if its magnitude is small as compared with 
the total area of industry covered by the scheme, then the risk 
is fairly insurable. If, however, these conditions are not fulfilled, 
the case of the permanently decaying trade may present a real 
though by no means insuperable difficulty which will have to be 
carefully borne in mind by those responsible for devising and 
working any unemployment insurance scheme. 

The conclusion seems to be that the extent to which the risk 
of unemployment due to industrial and local displacement is 
properly insurable depends partly on a wise choice being made 
of the group of trades and of the geographical area to be embraced 
by the scheme, partly on the judicious limitation of the benefits 
payable thereunder. Our analysis points to the necessity of a 
large area, both geographical and industrial, and further suggests 
that the groups of trades included should be such as are unlikely 
as a whole to undergo wholesale and rapid displacement, and 
within which any decay to be apprehended is likely to be only 
local and partial and not on a scale too great to be compensated 
by the expansion of other branches of trade within the insured 
group. 

There remain the risks due to personal causes. Of these we 
have already ruled out the risks due to the wilful act of the 
workman, and to these we must now add the personal risk 
attributable to exceptional deficiencies, physical, mental, or moral. 
These are not properly trade risks, the burden of which ought to 
fall in a special degree on those following a particular industry, 
and if they were allowed to do so, they would ruin any scheme 
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of insurance based on the trade group. There is still, however, 
one important class of personal risk to which all are liable, and 
which is in the main beyond the control of the individual, viz., 
the increasing liability to unemployment due to advancing years. 
I do not intend to trench on the important but quite separate 
problems of national provision for old age and invalidity as such. 
I am solely referring to the ascertained statistical fact that the 
chance of unemployment is a function of age, and that beyond 
a certain age the risk is materially increased. For example, 
among a body of nearly eight thousand engineers whose industrial 
records were analysed for the purpose, I found that whereas the 
average number of working days lost in the year by the whole 
body was fifteen, that for members below the age of forty-five 
was less than twelve, while for members between the ages of 
forty-five and fifty-five it was twenty, and for members between 
fifty-five and sixty-five, thirty-three. (Above sixty-five the figures 
are affected by superannuation.) The question we have to ask is, 
how far this class of risk is insurable ? 

The answer depends again on the scope of the scheme. A 
voluntary scheme which workmen are free to join and leave at 
their pleasure cannot deal satisfactorily with a risk of this kind, 
especially as no scheme of graduating contributions according to 
age is likely to be administratively feasible. Trade unions which 
give unemployment benefit are in an exceptional position, because 
they exist primarily for trade protection purposes, and hence have 
a hold on their members which no voluntary insurance scheme 
pure and simple could possess. Generally speaking, persona! 
unemployment due to advancing years is insurable, and only 
insurable, under a scheme which applies compulsorily throughout 
the whole period of the workman’s industrial life. 

It results from our analysis that some of the risks of unemploy- 
ment are properly insurable and others are not, and the next step 
is to ascertain broadly the relative importance of the insurable 
and non-insurable elements. Now an examination of the avail- 
able statistics indicates clearly that at all events as regards certain 
large groups of trades in which unemployment is acute—namely, 
the building, engineering and shipbuilding trades—the insurable 
element in the risk of unemployment predominates largely over 
the non-insurable element. 

The method of statistical proof of this proposition may be 
indicated as follows :— 

1. The percentage of unemployment in these trades—taking 
an average of good and bad years together—has not varied very 
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widely during the period of fifty years during which the statistics 
have been collected (the average for the first decade of the period 
was 5'6 ; for the second, 4'5 ; for the third, 6°8; for the fourth, 5°2; 
and for the fifth, 7°2. The average for the whole period was 5'9). 
As the period of oscillation is not exactly ten years, part even of 
the differences shown above is accounted for by the presence of 
an excessive proportion of good or bad years in particular decades. 
Thus we may fairly say that the element of unemployment due 
to progressive expansion or contraction of the demand for labour 
has been relatively small. 

2. The percentage of unemployment found during the seven 
best years of the cycles has averaged 2°4, and only in two out of 
these seven years has it diverged by more than unity from this 
average. 

3. The variation between the worst and the best years of the 
various cycles has averaged 8°5 per cent.—i.e., more than three 
times the average percentage of unemployment in good years. 

Now, broadly speaking, if we neglect any progressive changes 
in the total demand for labour, which are evidently slight as 
compared with the intensity of the periodic fluctuations in that 
demand, we may say that the percentage who are unemployed in 
years of good employment gives a maximum limit which the 
voluntary or non-insurable risk cannot exceed, since it also 
includes a number of minor accidental risks which are properly 
insurable—e.g., the risk of unemployment through a fire or other 
accidental stoppage of work, or through defects in the local 
distribution of work and labour. Moreover, through the method 
of averaging employment over the year, the risk of seasonable 
want of employment is included, and this is mainly an insurable 
risk. 

We may further regard the difference between unemployment 
in a good and bad year as giving a minimum measure of the 
insurable element in unemployment, since this difference is wholly 
the result of changes in the demand for labour, and is independent 
alike of the choice of the individual and of the gradual progressive 
changes, if any, that affect the total field of employment. Hence, 
as this difference is much greater than the minimum percentage 
in a good year, we may regard our proposition as being proved. 

But at this point it is necessary to forestall and reply to an 
objection that will certainly be taken to the proposition just laid 
down. It will be pointed out that the experience of all relief 
works and of all schemes for the relief of distress due to unem- 
ployment establishes clearly that the great majority of the 
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unemployed, or at least those who seek relief from distress, are 
very markedly inferior both as regards their industrial capacity 
and their physical and moral qualifications to the average employed 
workmen in the same trades. It is possible in a large number— 
probably in the majority—of these cases to trace clearly the opera- 
tion of the personal defects which have contributed to unemploy- 
ment—bad time-keeping, drink, slovenly work, and so forth— 
and those who are most familiar with the personal side of the 
problem are, I think, likely to put the personal or non-insurable 
element in the risk of unemployment very much higher than I 
have done in relation to the involuntary insurable element. 

But in this criticism there is, I think, confusion of thought. 
Of course, if fifty men out of every thousand are out of work, 
those fifty individuals are likely to be less eligible than any other 
fifty taken at random. We might, if so disposed, construct a 
geometrical curve like those used in expounding the doctrines of 
utility and rent, in which the number of workmen employed is 
expressed by abscisse and the degrees of efficiency by ordinates. 
Then it will appear at a glance that in a time of good trade the 
efficiency of the “marginal” labourer—that is, of the worst man 
who just manages to retain his employment—is necessarily less 
than when the total demand for labour has shrunk from any 
cause. In the latter case the workmen discharged will for the 
most part be the less eligible section ; and this state of things is 
quite independent of the true cause of the shrinkage in the demand 
for labour, so that while the personal defects of A may be the 
decisive reason why he is selected for unemployment instead of 
B, it does not necessarily follow that these defects are a principal 
or even a contributory cause of his unemployment. 

It is a very complex and difficult question, only to be deter- 
mined in any given case with full regard to all the circumstances, 
to what degree the increase or decrease of the personal efficiency 
of the labourer conduces to an increase or decrease in the total 
demand for labour, or to what degree it merely enables him to 
shift the burden of unemployment on to someone else. Broadly 
speaking, there is no doubt that the total demand for labour is 
to a material extent dependent on its average efficiency. For 
example, a quite new demand for labour would be created if it 
were possible to level up all the feeble-minded and the physically 
and morally defective members of the community to the normal 
level. The abnormal defects of these persons (the true unem- 
ployables) are the vera causa of their unemployment, which does 
not in the main result from any deficiency in industrial demand, 
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but from the fact that their services are so worthless relatively 
to that of the normal workman, that to all intents and purposes 
they may be regarded as an industrially useless surplus. Their 
unemployment is, therefore, emphatically not an “insurable risk,” 
and they would need to be excluded from the scope of any scheme 
of insurance as rigorously as exceptionally bad lives are excluded 
from life and sickness insurance. 

But if we put aside the comparatively small section of 
abnormals, there is ground for asserting that at all events within 
the great groups of trades to which I have already referred the 
influence of variations in efficiency among ordinary normal work- 
men on the total demand for labour at any given time, though by 
no means negligible, is not nearly so powerful as that of variations 
in industrial conditions which are beyond the control of the 
individual workman. 

If, then, the insurable elements in unemployment in these 
trades largely predominate over the uninsurable elements, it would 
be comparatively simple to devise an appropriate scheme for 
dealing with the evil, if every separate case of unemployment 
could be readily assigned to its appropriate category, so that the 
benefits of the scheme should be exclusively available in the case 
of unemployment falling within the insurable category, just as 
a policy of marine insurance excludes in terms losses due to a 
number of specified causes. But in actual practice I need hardly 
say that any such separation of causes can only be made to a 
very limited extent. In the real world of industry the various 
elements that contribute to unemployment are inextricably inter- 
mixed. We can imagine the case of a carpenter who with equal 
truth might ascribe his unemployment to the competition of 
structural steel, to the general trade depression, to the severity 
of the winter, to local over-building, or to the defects in his own 
training. 

There are a few, but only a few, of the causes of unemploy- 
ment which can be definitely distinguished and excluded in terms 
from the benefit of an insurance scheme, such, for example, as 
holidays, strikes, lock-outs, voluntary leaving of a situation, sick- 
ness, and crime. If, then, it is necessary, as it certainly is for 
the success of a scheme, that it should discriminate against unem- 
ployment due either to exceptional defects or to causes within the 
control of the individual, this discrimination must be effected 
automatically in the course of the working of the scheme itself 
rather than by any rule professing to exclude ineligible cases from 
ite scope. 
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The crucial question from a practical point of view is, there- 
fore, whether it is possible to devise a scheme of insurance which, 
while nominally covering unemployment due to all causes other 
than those which can be definitely excluded, shall automatically 
discriminate as between the classes of unemployment for which 
isurance is or is not an appropriate remedy. 

We can advance a step towards answering this crucial question 
by enumerating some of the essential characteristics of any unem- 
ployment insurance scheme which seem to follow directly or by 
necessary implication from the conditions of the problem as here 
laid down. 

1. The scheme must be compulsory; otherwise the bad 
personal risks against which we must always be on our guard 
would be certain to predominate. 

2. The scheme must be contributory, for only by exacting 
rigorously as a necessary qualification for benefit that a sufficient 
number of weeks’ contribution shall have been paid by each 
recipient can we possibly hope to put limits on the exceptionally 
bad risks. 

3. With the same object in view there must be a maximum 
limit to the amount of benefit which can be drawn, both absolutely 
and in relation to the amount of contribution paid; or, in other 
words, we must in some way or other secure that the number 
of weeks for which a workman contributes should bear some 
relation to his claim upon the fund. Armed with this double 
weapon of a maximum limit to benefit and of a minimum contri- 
bution, the operation of the scheme itself will automatically 
exclude the loafer. 

4. The scheme must avoid encouraging unemployment, and 
for this purpose it is essential that the rate of unemployment 
benefit payable shall be relatively low. It would be fatal to any 
scheme to offer compensation for unemployment at a rate approxi- 
mating to that of ordinary wages. 

5. For the same reason it is essential to enlist the interest 
of all those engaged in the insured trades, whether as employers 
or as workmen, in reducing unemployment, by associating them 
with the scheme both as regards contribution and management. 

6. As it appears on examination that some trades are more 
suitable to be dealt with by insurance than others, either because 
the unemployment in these trades contains a large insurable 
element, or because it takes the form of total discharge rather 
than short time, or for other reasons, it follows that, for the 
scheme to have the best chance of success, it should be based 
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upon the trade group, and should at the outset be partial in 
operation. 

7. The group of trades to which the scheme is to be applied 
must, however, be a large one, and must extend throughout the 
United Kingdom, as it is essential that industrial mobility as 
between occupations and districts should not be unduly checked. 

8. A State subvention and guarantee will be necessary, in 
addition to contributions from the trades affected, in order to give 
the necessary stability and security, and also in order to justify 
the amount of State control that will be necessary. 

9. The scheme must aim at encouraging the regular employer 
and workman, and discriminating against casual engagements. 
Otherwise it will be subject to the criticism of placing an undue 
burden on the regular for the benefit of the irregular members 
of the trade. 

10. The scheme must not act as a discouragement to voluntary 
provision for unemployment, and for that purpose some well- 
devised plan of co-operation is essential between the State organi- 
sation and the voluntary associations which at present provide 
unemployment benefit for their members. 

Our analysis, therefore, leads us step by step to the contempla- 
tion of a national contributory scheme of insurance, universal in 
its operation within the limits of a large group of trades—a group, 
so far as possible, self-contained and carefully selected as favour- 
able for the experiment, the funds being derived from compulsory 
contributions from all those engaged in those trades, with a subsidy 
and guarantee from the State, and the rules relating to benefit 
being so devised as to discriminate effectively against unemploy- 
ment which is mainly due to personal defects, while giving a 
substantial allowance to those whose unemployment results from 
industrial causes beyond the control of the individual. 

Is such a scheme practicable? 

_ This is a question partly actuarial, partly administrative, and 
partly political, and it is, of course, quite impossible to discuss it 
adequately on an occasion such as this. 

I may, however, say that so far as can be judged from such 
data as exist (and those data are admittedly imperfect and rest on a 
somewhat narrow basis), a scheme framed on the lines I have 
indicated is actuarially possible, at least for such a group of trades 
as building, engineering, and shipbuilding—that is to say, a 
reasonable scale of contributions will yield benefits substantial in 
amount and of sufficient duration to cover the bulk of the unem- 
ployment ordinarily met with in these trades. 
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The administrative difficulties of such a scheme are, of course, 
great, but none of these difficulties is, I think, insuperable if there 
be a general desire that the experiment should be made. Certainly 
the experience of the few foreign schemes which have broken 
down creates no presumption against success, for the failures have 
been quite clearly attributable to causes which would not operate 
in the case of a national scheme such as is now under discussion, 
especially if it were worked, as it naturally would be, in close 
connection with the new Labour Exchanges. 

Perhaps the most difficult administrative problem would be 
the adjustment of the scheme, so that while its benefits are not 
confined to workmen for whom provision is made by voluntary 
associations, it would yet operate so as to encourage the work of 
these associations, and not to undermine and destroy them, either 
by competition or detailed control. The problem, however, though 
difficult, is one for which a solution can assuredly be found if it 
be the general desire that a scheme shall bé brought into operation. 

The remaining question is one of high policy. What im- 
portance do we as a nation attach to the policy of promoting 
industrial security by collective action? And what sacrifices are 
those interested prepared to make for such an object, and, in 
particular, to minimise the irregularity of working-class incomes 
so far as affected by irregular demand for labour? The final 
answer will depend not only on the general view taken of the 
relations of the individual and the State, and of the scope and 
limits of political action, but also on the relative weight attached 
to this particular object as compared with other objects which 
also have claims on public funds and energy. 

LLEWELLYN SMITH 
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THE STATISTICAL MEASUREMENT OF PROFIT. 


PROFIT is the one share in the distribution of wealth that has 
not been subjected, until quite recent years, to statistical mea- 
surement. We have long had statistics, more or less trustworthy, 
of rent, of wages, and of interest ; but until the last decade there 
has been an almost entire dearth of exact information about 
profit. And this is in the nature of things. Whether profit be, 
or be not, under a system of private property, a necessary expense 
of production, it is sharply distinguished from other expenses in 
that, in the actual course of business operations, it is a residual 
share, and, therefore, one that cannot be contracted for before- 
hand. Wages, rent, and interest, in the usual business senses of 
these terms, are bargained for before the labour, the land, or 
the capital, as the case may be, is set in motion: the amounts 
agreed upon are known exactly to the parties immediately con- 
cerned ; and one or both of the parties is usually quite willing 
to make the precise figure public. But profit cannot be so bar- 
gained for: it is what remains after the other, contracted, pay- 
ments have been made; and the recipient, even if he knows 
exactly what the amount is—which is by no means always 
the case—is very commonly loth to make the fact public. 
Accordingly, so long as business was carried on by the individual 
“undertaker” or “entrepreneur” of our economic literature—by 
the “sole trader ” or “partnership ” of the lawyers—it would have 
been impossible to obtain reliable statistics of profit, even by the 
utmost exertion of the inquisitorial powers of the State. But 
business, as we all know, is now rapidly assuming a different 
form of organisation, that of the joint-stock company ; and with 
the new form has come a new publicity. ‘The public announce- 
ment of rates of dividend, and the compulsory filing of balance 
sheets in a public office, have put a mass of material at the disposal 
of the statistician; and of this material he has just begun to 
avail himself. 

How far the conclusions which may possibly be derived from 
this material can be extended to the rest of the field of business 
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enterprise we cannot now spend much time in considering. It 
is obvious that as company trading is almost entirely a matter of 
limited lability, the element of contract has now, to some extent, 
made its appearance even in relation to profit: the investor has 
succeeded in defining and limiting his risk of loss, at any rate, 
to the amount of his share. We may, therefore, argue a priori 
that “in the long run” business men would not continue to 
venture their all, by persisting in forms of organisation which 
involve unlimited liability, unless they expected an extra gain, 
over and above that obtained from investments in the company 
form: I would not say an extra gain actuarially equal to the 
greater risk, but sufficient to induce them to run the greater 
risk—which is a different thing. There is a widespread impres- 
sion among business men that larger profits are, in fact, made in 
private unlimited concerns than in public limited ones. Whether 
this be so or not, it looks as if the limited company organisation 
were so rapidly extending itself over the whole field of business 
enterprise, with the one great exception of agriculture, that the 
profits of unlimited liability would, at no distant period, become 
a relatively negligible quantity. At any rate, it is to the results 
of investment in the company form that I shall here confine 
myself. 

Various attempts have been made in various countries, ever 
since joint stock companies came into existence, to collect 
statistics of the returns from investments. Owing to the imper- 
fection of the methods employed, these attempts have almost all 
failed to reach significant conclusions. It is only during the last 
ten years, and, so far as I know, only in Hungary and Germany, 
that attention has been concentrated on the problem of method. 
I now propose to give some account of the efforts referred to, and 
to summarise and criticise their results. This interesting last 
chapter in the history of statistics is apparently very little known 
in England. Yet it has the most direct bearing on a question 
with which the economist has long been concerned—the question 
whether, and in what sense, there is such a thing as a “usual” 
or “general” rate of profit, a “normal ” return to capital ; to what 
extent, that is, the ‘tendency ” towards an equalisation of profit, 
the “approach to a levelled result” —which inevitably exists to 
some extent, simply because men are men—does, in fact, reach its 
goal and actually produce a level. It bears as closely on the 
other and cognate question, in what measure there does actually 
show itself, in the long run, a return over and above, or other 
than, the “current rate” of interest; whether there is such a 
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thing, in the long run, as what some economists designate net 
profit. Whether the economist can hope for satisfactory answers 
to these questions or no, we can hardly doubt that, in the present 
state of the public mind, the statisticians will soon be called upon, 
in all countries, to do what they can to get at the facts. The way 
has been led by the German Government, which imposed upon 
the Imperial Statistical Office, in 1908, the task of preparing 
statistics of “The Business Results of German Joint Stock Com- 
panies.” The first report is now to hand, givin the figures for 
the business year 1907-8; and it is with this report that my 
survey will conclude. If the German Statistical Office goes on 
with these reports—and it can hardly turn back—it is highly 
probable that the English Board of Trade will soon be called 
upon to follow its example, just as the German office has had to 
imitate our English labour statistics. My survey will be limited 
to the work of Kérésy (1901), Wagon (1903), Dermietzel (1906), 
Werner (1907-9), and that of the German Imperial Statistical 
Office itself. 

To the dist aguished statistician, Dr. Josef von KdGrdésy, 
Director of the Statistical Bureau of the city of Buda-Pesth, is 
due the credit of having first seriously faced the problem, and 
of having opened the new chapter in the history of statistics. 
His inquiry into the financial results of the working of the joint 
stock companies domiciled in Buda-Pesth during the quarter of a 
century between 1874 and 1898,” was distinguished from previous 
attempts in a like direction by the elaborate discussion of prin- 
ciples by which it was accompanied ; and well-nigh the whole of 
the subsequent discussion has turned either upon the validity or 
upon the feasibility of the principles there laid down. He began— 
and here, rightly or wrongly, he has been followed by all who 
have since worked in the field—by drawing a sharp distinction 
between the gains of companies as such and the gains of individual 
capitalists from investment in companies. Among investors, he 
confined his attention to the holders of shares or stock, as distin- 


1 This list includes the most outstanding names. For other writings and 
statistics reference should be made to the very useful account of the whole move- 
ment written by the statistician who has subsequently been put in joint charge of 
the official enquiry: Die Rentabilitat dex Aktiengesellschaften: ihre Feststellung in 
amtlichen und privaten Statistiken auf Grund den Bilanzen. Von Dr. jur. Ewald 
Moll, Gerichtsassessor. Jena, 1908. 

2 Die finanziellen Ergebnisse der Aktiengesellschaften wahrend des letzten Viertel- 
jahrhunderts (1874-1898). WUbersetzung aus dem Ungarischen. Berlin, 1901. The 
inquiry did not extend to “‘ those unimportant companies which had only a few 
thousand gulden capital.” It was an official inquiry in the sense that the material 
was obtained in reply to a ‘‘ statute” of the municipality, confirmed by the Hun- 
garian Minister of the Interior. 
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guished from debenture- or bond-holders, or any other contri- 
butors of capital contracting for a fixed interest. For these two 
distinct things, the earnings af companies as such, and the return 
to individual shareholders, Kérésy and succeeding statisticians 
have used a variety of terms, ambiguous in German and untrans- 
latable into English—Rente in various combinations being the 
most common. The problem, as a whole, has come to be spoken 
of in Germany as the problem of Rentabilitét ; and that, again, 
is a term that can hardly be translated. Most of the English 
terms that occur to one—even “profit” itself—are clogged with 
disturbing associations, and imply more than we may want at 
the outset to be committed to. I shall venture, therefore, to use 
the least coloured of all available words, and to speak henceforth 
of company gain and shareholder’s gain. 

That company gain is different from shareholder’s gain follows, 
according to Kérésy, from the fact that the whole of the year’s 
profit, as disclosed by the balance sheet and thé profit and loss 
account, is not distributed among the shareholders in the shape 
of dividends, but only that portion that the company determines 
so to distribute, after providing, e.g., for reserves and for 
directors’ fees. It is from the balances, therefore, that company 
gain must be ascertained. But it was the ascertainment of share- 
holder’s gain that was K6résy’s main object. This is consti- 
tuted, as a rule, mainly by the dividends paid, though it is a 
chief point of Kérésy’s argument that it by no means depends 
on dividends alone. Even mere dividend statistics, before 
K6résy’s time, had usually been vitiated by the fatal defect that 
they presented simply arithmetical, and not weighted (quanti- 
fizirte), averages. The common practice had been to divide the 
sum of the declared rates of dividend by the number of companies, 
irrespective of their size. Thus, if two companies paid, the one 
5 per cent. and the other 10 per cent., the usual practice had 
been to speak of an average dividend of 74 per cent. ; though, of 
course, if the 5 per cent. was paid on a share capital of 10 millions 
and the 10 per cent. on a capital of one million, the average 
dividend on the whole 11 millions was in reality only about 5°4 
per cent. This contention of K6résy’s has met with general 
acceptance. His second contention went further: it was that 
the shareholder’s gain must be conceived of as the net surplus 
remaining to the shareholder after reckoning in every kind of 
receipt and loss associated with the investment. As a general 
proposition this is likely to be agreed to as soon as it is formu- 
lated ; the difficulty arises when we begin to set down the positive 
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and negative items. According to Kérésy, we should reckon on 
the negative side (1) all actual losses of capital, whether complete, 
as where a company comes entirely to grief, or partial, as where 
the shareholder has to submit to a reduction in the nominal value 
of his holding, or rescues out of a liquidation only a part of the 
original sum invested ; (2) his proportionate share of the ultimate 
net losses, if any, appearing in the last year of the company's 
trading. This second item—which, however, in an account ex- 
tending over a number of years, is likely to be a comparatively 
small one—has, as we shall see, been pretty generally called in 
question by later writers. On the positive side Kérésy would 
add to dividends any other acquisitions, possessing a pecuniary 
value, which came to the shareholder from the company. The 
most important of these is the gain conferred on existing share- 
holders by a new issue to them of stock, either for nothing (bonus 
stock) or on preferential terms, 7.e., at a price lower than it was 
fetching, or would have fetched, in the market. On the other 
hand, Ké6résy refuses to include as gains or losses of the share- 
holder, as such, any increase or fall in the market value of his 
shares, on the ground that this arises from speculation and not 
from investment. This may, indeed, be the only feasible plan 
to follow; but, as to the question of principle, perhaps as much 
may be said against Kérésy’s rule as in its favour. 

Having thus determined the actual sum of the company gain 
and the shareholder’s gain, the next question is how to arrive 
at the capital sum wherewith the gain in either case is to be 
compared so as to obtain a percentage figure. Kérésy has no 
doubt that the figure here needed is the total sum actually paid in 
by investors, and not only the nominally paid-up capital; and 
when companies issue their shares at a premium this may obvi- 
ously be a good deal more than the nominal paid-up capital. 

An example of K6résy’s procedure will make all this clearer. 
His final object—and I ought to have emphasised this before—is 
to ascertain the average annual gain over a long series of years 
obtained by the whole of the capital, first, in the several lines 
of investment taken separately—banking, industrial, insurance, 
transportation, &c.—and then in the field of investment as a 
whole. Take, for instance, the banking institutions of Buda- 
Pesth. Ké6résy begins by adding up the amounts both of 
nominally and of really invested share capital in each of the years 
of the period, and then sums up the annual profit balances 
(deducting losses), and compares, by way of percentage, the figure 
of gain to the two figures of capital. The sum of the nominal 














1910] THE STATISTICAL MEASUREMENT OF PROFIT 535 


capitals with a claim on dividend in each of the years of the period 
—‘“the nominal year-capital”—was about 1,311 million gulden. 
On this the net return amounted to some 109 millions; and 109 
on 1,311 is about 83 per cent. But the real paid-in capital was 
much larger, since the shares had usually been issued at a 
premium. These premiums KGrésy ascertains, and adds to the 
nominal capital of each year, and so reaches the real “paid-in 
year-capital”’; and comparing the same net profit with this con- 
siderably larger capital sum, the real rate of company gain over 
the quarter-century is found to be the noticeably lower figure of 
73 per cent. 

Then he turns to his more particular quest, the shareholder’s 
gain :— 


The items of Receipt are 
Millions of 








; gulden 
1. Dividends See si ie wee «.- 96°202 
2. Gain on shares issued below market value 11°984 

108°186 

108°186 
The items of Loss are 

1. Losses of paid-up capital ... pa ... 27°783 
2. Losses of premiums on shares os ... 8°595 
3. Reduction of capital ... ee ah = ‘100 
4. Balances of loss on the last balance sheets 206 





36°685 36°685 





71°501 


This works out at 5°4 per cent. on the nominal capital, but 4°8 
per cent. only on the real capital. 4°8 per cent. is, therefore, the 
figure for the real shareholder’s gain in the banking business of 
Buda-Pesth over a period of a quarter of a century, though, as 
we have seen, the company gain was as much as 7°3 per cent. 

A percentage of 4°8 was considerably less than capitalists were 
receiving during this period who spent their money in the purchase 
of government or municipal stock, for they received 5°10 per cent. 
and 5°56 per cent. respectively. It cannot fail to be surprising, 
therefore, that the application of the same procedure to savings 
banks (Sparkassen), with an actually paid-in year-capital of 
about a quarter the size of that of the banks, produces the very 
different conclusion that, m that direction of investment, 19°3 
per cent. was the rate of shareholder’s gain—what K6rdésy justly 
calls “one of the most splendid investments conceivable ! ” 

Unfortunately, however, our author seems to have found him- 
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self unable to carry out his principles in all their integrity over 
the whole field of Buda-Pesth investment. This will be under- 
stood when we look at the final table, to which the whole work 
leads up. I have translated the terms as best I could and 
shortened the table by omitting the hundreds (which will explain 
the slight difference of some of the totals from the sum of the 
given items). J have also added the last line. 


TABLE I. (K6résy). 


Calculation of the Net Shareholder’s Gain (Aktienrente) from Buda-Pesth 
Companies (1874-1898) in gulden (000 omitted), 









































| | 3s S 
arose a £2 | #2] .£ 3 
| a - ea | 88 So 7 =8 
| gs | & se | Be | Sa 7 <6 
ma | 3s 2S} 28 | Of z 
z =5§ | #5 | & S 
|_| 4 Lé . 
se i pate entitled to divi- | | 
1,311,387 246,500 | 1,504,845 | 228, a 244,930 | 69,689 13,606,082 
i 
RECEIPTS OF SHARSHOLDERS. 
1. Dividends oss oe 96,202 45,043 102,908 | 21,183 | 18,904 8,961 | 288,203 
2. Payments from Reserve... _- — 2,050 2,385 | 1,105 _ 5,540 
3. Value of Preferential Allot- | | 
ment.. 11,984 16,156 2,688 | 6,122 _ 35,950 
4. Gains from Genuss-Scheinen — — _ — | 404); — 404 
5, Payments on Winding-up ... | _ _ 220 —-— |—-;- 220 
| 108,186 61,199 | 107,866 | 28,568 | 25,586 | 3,961 } 330,318 
| | | 
LOSSES OF SHAREHOLDERS. 
1. Loss of Paid-in Capital in | | | | 
extinct companies 27,783 250 13,876 1,907 | 980 1,197 45,995 
2. Loss by Reduction of Capital 100 700 18,687 | 5,516) — 797 20,752 
8. Loss on Current Business .. 206 = 6,132 2,301; — | 478 9,119 
4. Loss on Preferential allot- | | 
ment... see oe ase ~~ — _— 15 _—- | -— 15 
28,090 950 | 83,647 9,740, 980) 2,473 ; 75,882 


NET GAINS OF SHAREHOLDERS. 
80,096 | 60,249 | 74,218 | 18,828 | 24,556 1,487 9 254,436 
| 


| | | 
Nominal Shareholder’s Gain | | 
(per cent.) . oe 61 24°4 4°9 | 6 10 
Nominal Shareholder’s Gain | | 
(excluding Savings Banks) — — _ 
Real Shareholder's Gain - | | 
cent.) 7 4°8 19°83 = | 








Thus K6résy’s final figure for the average annual return on the 
share capital is 5°8 per cent. 71 per cent. is the result of the 
calculation as a whole; but K6érésy assumes, for reasons which I 
find nowhere explained, that the exceptionally large gains of 
savings bank investments may be properly omitted, with the 
result of bringing the figure down to 5°8 per cent. And in his 
concluding chapter he proceeds to compare investment in share 
form, with an average gain of 5°8 per cent., with investment in 











1910} THE STATISTICAL MEASUREMENT OF PROFIT 537 


other forms, e.g., in debenture (Pfandbrief), with its average gain 
of 5°12 per cent. 

But now it has to be noticed thet, after all, 5°8 per cent. is 
only what Kérésy calls “the nominal shareholder’s gain,” since, 
in spite of his own statement of principle, it is reckoned on the 
nominally paid-up, and not on the actually paid-in, capital. 
Hither the figures for the sums paid over and above the par value 
of the shares, in all classes of business other than the two branches 
of banking, were not obtainable, or the calculation proved too 
laborious. Anyhow, Korésy did not ascertain their amount; and 
therefore, to get comparable figures, he has to fall back, in his 
final summation, on the nominal paid-up capital even in bank- 
ing. He emphasises the fact that “the gain that shares really 
obtained was considerably less than the figure now shown (5°8 per 
cent.), because the calculation is based on the relation of the 
net gain to the nominal capital, though in reality only a part of 
the investment was effected at par.” If anything like the same 
allowance has to be made for the whole field of investment as 
in the case of the banking institutions, i.e., about one-fifth, the 
final figure would be reduced to somewhere about 4°7 per cent. 
That a fifth might be a reasonable addition we may, perhaps, 
also conclude from the circumstance that it is just that amount 
that has to be added to the nominal capital of German engineering 
concerns, as we shall see later from Werner’s figures. 

T have already, in passing, cast doubt upon more than one item 
in the account. The most dubious is the “Loss on Current 
Business,” i.e., the concluding balances of loss on certain of 
the profit and loss accounts. Most of the later statisticians whom 
I shall have to refer to are of opinion that, in including this 
item, Kérésy has sinned against his own canon of the sharp 
distinction between company gain and shareholder’s gain. An 
unfavourable balance sheet indicates a loss to the company, not 
to the shareholder as such—unless and until it leads to a loss of 
dividend or capital. If we strike out the nine million gulden 
under this head, we shall pull up our final figure from 4°7 per 
cent. to 5°1 per cent.’ 

And this final result, 5°1 per cent., turns out to be identical in 
amount with the average interest of debentures, viz., 5°12 per 
cent. So that the conclusion that I, and not Kérésy, draw from 
Kérésy’s figures is that shareholders and debenture holders in 
the long run obtained the same gain. That gain was also just 


1 There are other dubious items, but the sums under each are too small to affect 
the final result. 
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what was paid on State bonds in those years when the credit of 
the State was at its best. State bonds, indeed, involved no small 
element of risk, and their interest was, perhaps, not all “pure” 
or “net” interest. If, accordingly, we identify pure interest with 
the interest paid by the savings banks, 7.e., 4°14 per cent., and 
define net profit, as some economists do, as the amount by which 
the gain of the investor as such exceeds net interest, we arrive 
at the interesting conclusion that the most that can be assigned 
to net profit over the whole field of Hungarian investment for a 
quarter of a century was just about 1 per cent. 

Return, however, to K6résy’s own 5°8 per cent., which is near 
enough for our purpose to the figure which I should myself draw 
from his data. Is it anything more than an arithmetical average ? 
Has it any representative or typical character? Well, certainly 
it does not represent anything properly called a “level” of gain 
as between the several branches of investment. It is compounded 
from amounts of gain which, as we see from the table, represent 
the following percentages on the capital—transportation com- 
panies 10 per cent., banks 6°1 per cent., insurance companies 
6 per cent., industrial companies 4°9 per cent., other companies 
2°1 percent. It does not follow that there was no “tendency” 
to a common “level.” But clearly a quarter of a century was 
not long enough in Hungary to exhibit a realised level. 

However, an average is by no means without significance, even 
if it does not represent a type. And, therefore, let us look more 
closely at K6résy’s 5°8 per cent. (or our suggested 5°1 per cent.). 
What exactly does it mean? It means that that is the percentage 
of gain that would have accrued to the whole body of share- 
holders if, subscribing to the shares at par (or, in the case of 
my smaller figure, at the actual price received by the companies), 
they had kept possession of their shares ever since, or had parted 
with them at the price which they had themselves originally 
paid. It is the gain that would have accrued to a single person, 
“if we have recourse,” as Kérésy puts it, “to the fiction that all 
the capital invested in shares was the property of a single share- 
holder.” It is “the general gain” of “the general shareholder.” 
Now, from the point of view of the individual shareholder, this 
is an obtrusively violent fiction. How large a proportion of the 
Buda-Pesth shares were retained throughout the period in the 
hands of the original subscribers we have no means of ascertain- 
ing; but undoubtedly an increasingly large number of share- 
holders, as the time went on, had bought their shares from 
previous owners, at a price above or below par (or the original 
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price, whatever that may have been). The annual gain to each 
individual was, it need hardly be said, what we commonly call 
“the yield” to him at the price he paid. This is so evident that 
even K6résy himself, as he gets further into the investigation, 
seems to tire of his “fiction,” and to lay more and more stress 
on yield. I shall return to this by and by. It will be sufficient 
to notice here that though the yield to the investor is of most 
consequence to him individually, no general percentage of yield 
can possibly be statistically determined, until we know the price 
at which every share was ever sold during the period. If it is a 
violent fiction to suppose that all the shares had been retained 
by the original subscribers, it is a no less violent fiction to sup- 
pose—as some statisticians have done—that they were all pur- 
chased year by year at the market price of the year (whether 
that price be taken from the beginning, the middle, or the end, 
or from an average of the first of each month or the end of each 
week). Moreover, figures of yield are apt to be absurdly decep- 
tive. The price paid to a previous holder of stock, whether above 
or below the original price, does not enter into the working of 
the business: the company can only make use of the original 
price. And the yield, in consequence, may be at almost any 
distance removed from what we may conceive of as the earnings, 
in the operations of the concern, of the capital originally sub- 
scribed. 

We see, then, that shareholder’s gain, though it differs from 
what the term might at first suggest to some readers, does inform 
us of a fact of enormous economic significance, i.e., of the average 
capacity of capital to secure a return, over and above its own 
replacement, when invested under conditions of limited liability 
and dissociated from any active share in the ordinary manage- 
ment. In these Buda-Pesth companies, management, so far as it 
was paid for by regular salaries, was deducted as working expenses 
before declaring profit or dividend. The cost of the higher 
management, commonly paid for in Hungary, as in Germany, 
by commissions (Tantiémes) to the directors, was likewise de- 
ducted, but after the profit had been announced, and it was taken 
out of the profit before the remainder was distributed as divi- 
dends. From balance-sheet profit were also deducted the appro- 
priations to reserve ; and evidently, if reserves are necessary to the 
successful working of a company, they cannot be included in share- 
holder’s gain. According to a most instructive estimate of 
KG6résy’s, balance-sheet gross profits were divided in the follow- 
ing proportions :— 
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Shareholders (according to the figures of the last 25jyears) 74°52 per cent. 

Reserves ( ss ns »,  Sjyears) 9°43 per cent. 

Directors’ Fees ( ,, Ff » 20 years) 8°32 per cent. 
What became of the rest, he does not tell us. It is this 74 
per cent., or, roughly, three-quarters of the nominal gross com- 
pany gain, that we can alone regard as absolute business profit ; 
and this, we have seen, was, in Hungary, over a period of a 
quarter of a century, somewhere between 5 and 6 per cent. on 
the capital actually put into industrial and commercial operation 
by the investor. What we are to call this fact, how it may be 
further abstractly analysed, just what functions such investors 
fulfil, and in what sense they are “undertakers,” are all questions 
which remain to be considered; but it seems to me no small 
advantage to obtain a working estimate of the magnitude of the 
quantity we have to explain. For obviously the explanation 
must depend on the magnitude. If our figure, instead of being 
5°8 per cent. (or 5°1 per cent. on my reckoning), had worked out 
either at something very much less or at something very much 
greater, we should certainly view it with different eyes. 

On the subsequent investigations we need spend less time. 
That of Wagon (1903) was an application of Kérésy’s procedure 
to the statistics of such German companies as are quoted on the 
Berlin Exchange.! As this is one of the publications of the 
Political Science Seminar of the University of Halle, and the 
author expresses his obligations to Professor Conrad for suggest- 
ing the inquiry and advising him during its progress, we may 
regard the methods employed as sanctioned by Professor Conrad’s 
high authority. Like Kérésy, Wagon distinguishes between 
company gain and shareholder’s gain; and, like K6résy, it is in 
the latter that he is most interested. Like K6résy, again, he seeks 
to discover the average over a long period of years—twenty, or 
even, where his material allows it, thirty years (1870 or ’80 to 
1900). But, unlike KG6résy, he does not calculate a general figure 
for the whole field of investment, but stops short with a per- 
centage for each of the several industries. The following table 
is an adaptation of Wagon’s final table, with the nominal amount 
of share capital in 1900 added to give some sort of impression of 
the relative importance of the several trades. 

In his calculations of shareholder’s gain, Wagon has appar- 
ently deducted from the sum paid in dividends, not only all 
ascertainable losses of capital, but also—following the precedent 


1 Die finanzielle Entwi cklung deutscher Aktiengesellschaften von 1870-1900. 
Von Dr, Edouard Wagon. Jena, 1903. 
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of Kérésy—loss on current business recorded on the balance 
sheet of the last year. The amount, it is true, is so small as 
hardly perceptibly to affect the percentage figure. He does 
not, however, follow K6résy’s more legitimate example and 
estimate the money value of the preference given to shareholders 
in new issues. On these two accounts his reckoning of gain to 
the shareholder is possibly a little lower than it should be. On 
the other hand, the capital sum with which he compares it is 
apparently “the nominal year-capital” of Kérésy’s nomenclature ; 
although we have evidence that in some trades, at any rate, a 
good deal more was actually paid in by the shareholders. We 
can only conjecture that the omissions in the reckoning of the 
capital may have more or less balanced the omissions or mistaken 
deductions in the reckoning of the gain. 


TABLE II. (Wacoy). 
German Companies (1870-1900). 


T 








Nominal Share Shareholder’s Gain. Company Gain. 
Capital in 
1900 ; in Industry. een | 
mnillions of f a | | 
masks, 1870-1900 | 1880-1900 1380-1900 
Per cent. Per cent. Per cent. 
23°11 Rubber .. ie ae 10°87 11:56 14°65 
155°44 Chemical ... hs a 9:33 10°49 14:05 
34°21 Paper _... $e ae 7°03 9°53 15°78 
11°55 Distilleries a ee 3°73 8°89 14:25 
81°05 Gas ony sa eas 8°75 | 8°75 11°54 
198°97 Metal ead Sa aes 7°75 8:59 11°98 
156°40 Breweries... pas ey 6°44 | 7°61 10°01 
91°12 Stone ta oa bas 5:39 | 7:47 11:26 
346-28 Coal ‘alee Sve — 742 «| 9:10 
22°48 Sugar... — he 586 T17 | 9°65 
213-25 Machinery by ay 418 | 7:09 10:17 
2761°80 Banks ae Are — 670 | 9°50 
11°25 Food ae us as _ 6°16 8:53 
75°80 Weaving and Spinning 
(cotton) bos mi 5:13 608 | 7:83 
521-70 Tron — 5°34 7°26 
21°57 Milling 5°42 5°12 6°77 
10°75 Wood 2°34 4:01 6:54 
4:80 Baths ses a 3-11 3°74 4°82 
110°42 Building ... ves ae (-0°58) 1°56 3°79 
42°50 Cloth (woollen) ... ih (-2°30) | 1°45 5°55 








So far, we have been dealing with conceptions already familiar 
to us. But Wagon now introduces some new considerations by 
urging that the total capital involved (das mitarbeitende Kapital) 
is more than the share capital. It is, he says, the share capital 
plus accumulated reserves (echte Reserven, not mere renewal or 
repayment funds) plus loans of the nature of debentures or 
mortgage. Wagon asserts that the figure of gain ought to be 
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recalculated on these larger bases, and proceeds to do so, with 
results which I will give for two industries, coal-mining and 
engineering. 


1880-1900. 
Coal Mining Shareholder’s Company 
Gain. Gain. 
Per cent. Per cent. 
On Share Capital... a aes an ay. 7°42 9°10 
+ re +Reserves ... are eee 6°53 7°98 
‘ ra + Reserves+ Debentures ... 6°23 TAT 
Machine Industry 
On Share Capital... ae ae Be Ss 7:09 10°17 
“ ‘5 +Reserves ... mea dee 6:23 8:94 
+Reserves+ Debentures ... 6°02 8°40 


° ° 


It is not clear whether, in reckoning on a capital figure which 
includes debentures, Wagon has remembered to add debenture 
interest to the gain. 

Calculations of this kind are interesting. They remind us 
that the operations of a business depend on the total capital which 
it is able, or thinks it wise, to command. But even Wagon’s 
estimate of the co-operating capital is not complete, or it would 
not be if it related to English companies ; for it does not include 
bank overdrafts and advances. From the point of view simply 
of the amount of capital actually made use of by a company, 
there is, I suppose, no economic distinction between the capital 
borrowed from an individual on the terms of a debenture and 
capital borrowed from a bank subject to call. 

But the whole calculation seems to me inappropriate and 
misleading so far as shareholder’s gain is concerned, and open 
to a good deal of criticism so far as company gain is concerned. 
What the shareholder is to be credited with is the amount of 
his own investment. Debentures, and even reserves, are forms 
of control of capital which his investment has been able to 
command, but they are not part of the investment. As to the 
company, there is something to be said for reckoning in reserves— 
since reserves, like share capital, are the property of the company 
as such. Yet, as the reserves are themselves the result of the 
employment of the actually subscribed capital, it seems to me 
more convenient to keep the two conceptions apart, both in 
thought and in statistics. And certainly debentures should be 
excluded : they represent an outside obligation, and their employ- 
ment is subject to conditions vitally different from that of the 
share capital. I suspect that calculations such as Wagon has at- 
tempted are inspired, perhaps unconsciously, by a desire to reduce 
the figure of gain to a point less apparently open to criticism from 
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the enemies of capital. But to diminish the percentage of gain by 
adding in any way to the capital that the individual shareholder 
has actually invested is not, I should have supposed, likely to 
be permanently convincing. 

As Wagon’s work is the product of Halle, so that of Dermietzel 
(1906) is the product of Géttingen: it announces itself as a 
doctoral dissertation, inspired and assisted by the distinguished 
economist and statistician, Professor Lexis.’ It covers a period 
of twenty-six years (1876-1902), and deals only with the larger 
German companies, i.e., those with a capital of not less than 
ten million marks, but excluding the railways. “It is clear,” 
therefore, as the author observes, “that the conclusions here 
reached cannot be regarded as applying to the whole field of 
investment, since the companies examined form, in a sense, a 
favoured group : their large capital obviously gives them a position 
of advantage in business competition.” 

Dermietzel’s work represents a new departure both in the 
object aimed at and in the method of presenting the statistical 
results. As to the object: when, after much acute criticism of 
KGrésy, Dermietzel enters upon his own inquiry, we are left to 
ourselves to discover that the Géttingen dissertation has really 
abandoned the task as the Buda-Pesth statistician conceived it. 
It does not aim at ascertaining the total net gain of either 
company or shareholder; but contents itself with registering (1) 
the nominal or declared dividend, and (2) the yield which that 
dividend represents at the market price of stock at the beginning 
of the year. It is the yield, he declares, that is meant by 
Rentabilitdt in ordinary German speech; and, accordingly, that 
is what he calls it throughout. Obviously, the task Dermietzel 
sets before himself is incomparably easier than Kérésy’s. 

And as to the form of summing up the results : Dermietzel 
abandons altogether the method of a “general” average (even 
weighted) either for investment as a whole or for particular indus- 
tries, on the ground that it has no typical character. The 
reckoning of a general average, he argues, is only worth while 
“when we can expect that it will correspond, in a majority of 
cases, to the actual results in the several companies. But is 
that to be expected? We must answer in the negative, both for 
companies in the same year and over longer periods. A certain 
tendency towards equalisation there may certainly be. But 
there are so many obstacles in the way of an actual equalisation 


1 Statistische Untersuchungen iiber die Kapitalrente der grisseren deutschen 
Aktiengesellschafien (mit Ausschluss der Eisenbahnen) von 1876-1902. Von Otto 
Dermietzel. Gdttingen, 1906. 
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that, even if we can suspect some such tendency, an actual 
levelling is not to be seen.” And, after giving some examples 
of wide differences, he concludes “in statistics of Rentabilitdt, 
the average has no great material importance, but is a purely 
arithmetical abstraction.” No doubt it is Professor Lexis whom 
we are here listening to. In place of averaging, Dermietzel 
employs the method of grouping, which brings out the relative 
prevalence of various rates. 

He sums up his yield figures in a table from which it appears 
that the “predominant” or “usual” rates of yield were from 4 to 
6 per cent., since that was the range of yields for some 70 per 
cent. of the market value of the shares. But this does not help 
us far towards what we have been seeking. Dermietzel, however, 
so far departs from his advocacy of mere yield figures as to give 
us a table of dividends, from which it appears that the predomi- 
i nant rates of dividend were from 5 to 9 per cent., though in 
q many years the predominance was only that of rather more than 
i half the share capital. As to the inadequacy of dividend calcula- 
af tions which omit all other sources of gain as well as all sources of 
it loss, and are calculated on the nominal capital, I can but refer 
i once more to Kérésy’s argument. 

We come now to the most recent of the private investigations, 
that of the engineer, Ernst Werner.’ This is the most intensive 
of all the inquiries, for it is limited to the one industry of 
i engineering. It is also the most complete; and its astounding 
i thoroughness in some directions will be realised when we notice 
i that for certain recent years our author has ground out no less 
than ten different percentage figures, one for each of ten senses 
in which he thinks the term Rentabilitdt can be used; and this 
i for the industry as a whole, for each of its seven branches, and 
| for each of the three gradations of size in each branch. Yet not 
one of Werner’s ten senses is the sense in which K6résy under- 
stood the object of his search! 

Before looking at the Rentabilitdt figures, let us notice 
Werner’s remarkable calculation, already incidentally referred to, 
as to the relation between nominally paid-up and actually paid-in 
capital. He finds that, in the engineering industry, the 
capital with which the shareholders had actually parted 





a 1 Die finanziellen Ergebnisse der deutschen Maschinenbau-Aktiengesellschaften. 
| Von Ingenieur Ernst Werner, in Thiinen-Archiv. II. 4 (1908). This deals chiefly 
| with the figures of 1907. A summary statement of conclusions based on the figures 
' of 1906 is given in Technik und Wirthschaft, May, 1908 ; and a like brief statement 
for 1908 (with modifications of method suggested by the Government report which 
| had by that time appeared) in Drucksache 1909, No. 12 of the Verein deutscher 
Maschinenbauanstalten (the latter kindly supplied to the writer by the author). 
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(tatsdchlich von den Actiondren in das Unternehmen einge- 
brachtes, or hineingestecktes, Kapital) exceeded, in each of the 
years 1906, 1907, 1908, the amount of the nominal share capital 
by just 26 per cent. The result of a further investigation is to 
show that this excess tends to diminish. While in companies 
formed before and during 1870 it was as much as 55 per cent., on 
those formed between’ 1901 and 1907 it was only about 1°6 per 
cent. A comparison of the quinquennial figures from 1881 onward 
indicates—what we might have expected—that subscription above 
par was much more common in boom periods. 

Now as to the Rentabilitdt figures. 'The one which most nearly 
approaches Kérésy’s goal is the percentage representing the pro- 
portion of the sum paid as dividends to the capital actually 
invested by the shareholders. For the three years 1906-8 this 
figure for the engineering trade as a whole, according to Werner’s 
reckoning, was 6°3, 6°9, and 6°7 per cent. respectively. The 
inadequacy of this calculation, from the~Kérésy point of view, 
in that dividends alone are taken into consideration, is by this 
time sufficiently obvious. But I will not attempt to correct 
these figures of Werner for particular years, because he gives 
us also a long-period figure more suitable for placing by the side 
of KGérésy’s percentages. For the whole engineering industry, 
so far as and so long as it has been organised in the company 
form, i.e., for a period of some forty years, he works out for the 
proportion between dividend payments and total actually invested 
capital a percentage figure of 6°46. The table, which is one of 
remarkable interest, is given below. The capital sums are what 
K6résy calls “year-capitals,” 1.e., the summation of all the capitals 


of each year. 
TABLE ITI, (WERnNeEz). 


Business Results of German Engineering Enterprise, since, and so far as, it has 
been organised in the Company form. 





Sum of all | Percentage} Percentage 


Pane LaPanad the Capitals | Sum of of Divi- | of Dividends 

Branch. paid-up share| « actually | all the dends to to Capital 
Ca Ps. invested by |Dividends.| Nominal really 
P *  {|Shareholders. Capital. invested. 








Marks in Marks in | Marks in 

















millions. millions. millions. 
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We may have the more confidence in this figure 6°46, so far 
as it goes, because, although we have nothing to compare that 
with, we have something with which we can compare the accom- 
panying figure, 7°75 per cent., which Werner gives as the propor- 
tion of dividends to nominally paid-up capital. For this 7°75 per 
cent. for German engineering, from the beginning (a year or 
so before 1870) down to 1907, is pretty near K6résy’s similarly 
calculated 7°3 per cent. for Hungarian metal and machinery com- 
panies for the period 1874-98. And Wagon’s somewhat smaller 
figure, 7°09 per cent., for German engineering, 1880-1900, was 
obtained by reckoning in capital losses. 

Returning, then, to 6°46 with renewed confidence, let us 
consider just what it means. It means the percentage relation 
of the gain by way of dividends, and of dividends only, to the 
capital actually paid in by shareholders. But does that complete 
the account on the side either of receipt or of loss? Were there 
no bonus shares, or shares issued to existing shareholders on 
preferential terms? K6résy added to the 103 million gulden of 
dividend receipts of Hungarian shareholders in “industrial” 
companies some five million gulden as the value of these other 
privileges. If proportionate advantages accrued to the share- 
holders of German engineering concerns, we should have to add 
to the 593 million marks of dividends some 29 millions of extra 
gains. Much larger is the omitted item of loss. According to 
Wagon, the capital losses of the German engineering industry 
amounted to more than 60 millions between 1870 and 1880, and 
to more than 23 millions between 1880 and 1900. As there must 
have been some losses before 1870 and after 1900, a deduction 
of 100 millions for capital losses would seem a safe estimate. 
The resulting figure of 522 for net shareholder’s gain (i.e., 
593 +29-100), will reduce the percentage from 6°46 to 5°68. 
And some such figure as this—say 5°6 per cent.—is probably the 
best figure we can get for our purpose. Ina sense, no doubt, it is 
unreal ; it is what the “general shareholder” would have received 
over the course of four decades from engineering investments if 
he had never parted with them. But that is the same thing as 
saying that it was the surplus share of the product which went 
to those who contributed capital, who undertook the limited risk 
involved in the investment, and exercised the amount of control 
which falls to the ordinary shareholder—the share, that is to say, 
remaining after all the working expenses had been met, including 
the remuneration both of directors and managers and the interest 
on borrowed money. This surplus went to somebody ; and if it 
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did not go to shareholders who entered later and bought these 
shares at an enhanced price from previous holders, it went to 
those who had sold out at the capitalised value of the expected 
dividends. 

And now let us observe that, while at the beginning of the 
period, about 1870, the rate of interest in Germany in safe invest- 
ments was somewhere about 44 per cent., it sank to 34 per cent. 
by 1885, and to 3 per cent. by about 1895; since then it has gone 
up again to about 34 per cent.! Taking 34 per cent. as about the 
average for the whole period, we see that, according to the 
terminology of those who regard as “‘net” profit only that gain 
from investment which is over and above “the current rate of 
interest,” the “net” profit in the German engineering industry 
has been about 2 per cent. 

We must again remind ourselves, indeed, that such averages 
are very largely of a merely arithmetical character. Werner's 
result, 6°46 per cent., is brought about by combining figures as 
divergent as a trifle under 10 per cent. in the textile machinery 
branch, 7 per cent. in the locomotive and agricultural machinery 
branches, and some 54 per cent. in the machine tool branch. 
The undoubted levelling tendency has, we perceive, even within 
one great industry, been far from effective in bringing about 
an actual level as between the several branches. Yet we 
might have supposed that capital would have been pretty fluid as 
between the several branches of an industry like engineering, and 
that forty years were long enough for apparent divergencies to be 
smoothed away. 

Werner’s figures repeat the lesson of Kérésy’s table for 
Hungary, with the additional emphasis derived from comparison 
between branches of the same trade. They show, I think, pretty 
conclusively, that the proposition can no longer be accepted (if, 
indeed, it is still maintained) that there is such a thing in actual 
fact as a general level of profit. And 1 venture to think, also, 
that this is a conclusion of some practical importance ; for even 
some economists who were careful to speak of the tendency simply 
as a tendency were apt in their discussion of such a topic as the 
incidence of taxation to assume that the tendency reaches its goal. 

And now, at last, we come to the Report of the German Im- 
perial Statistical Office for the business year 1907-8.? It follows 
the principles formulated in a Memorandum drawn up by the Office 


1 Cf. Schmoller, Grundriss § 191. 
2 Die Geschiftsergebnisse der deutschen Aktiengesellschaften im Jahre, 1907-8. 
Vierteljahrshefte zur Statistik des Deutschen Reichs ; Erganzungsheft zu 1909. II. 


002 











548 THE ECONOMIC JOURNAL [DEC., 


itself, and accepted by the Annual Conference of Official Statis- 
ticians at their meeting at Nuremberg in May, 1908; and it arrives 
at four figures of Rentabilitdt, two for the companies as such and 
two for the shareholder. The two figures for company gain are 
derived from the comparison of the total amount of profit for the 
year (deducting loss)—after taking out all that the Office regarded 
as working expenses, but not directors’ Tantiémes—with (1) the 
share capital entitled to dividend, and (2) the business capital 
(Unternehmungs-Kapital). ‘Business capital” is Wagon’s inter- 
mediate stage on the way to his “total capital invested,” and it is 
what some writers call werbendes Kapital. The Statistical Office 
will not go quite as far as Wagon, but it attaches much import- 
ance to the conception of business capital (7.e., share capital 
entitled to dividend plus reserves proper). The two figures 
derived from comparisons of gain with two such diverse concep- 
tions of capital differ, as we might suppose, very considerably— 
they are 10°1 per cent. for the former and 8°4 per cent. for the 
latter. Neither of these figures include concerns which were 
wound up or entered into liquidation during the year. 

Now come to shareholder’s gain. Here the two figures are 
derived from a comparison of the sum paid as dividends with 
(1) the total share capital entitled to dividend, and (2) the share 
capital of those companies only which declared a dividend. The 
second figure is obviously valueless. It is the first of the two, 
viz., 8'1 per cent., on which we must concentrate attention. As 
an indication of the real gain of the shareholder, this figure, as 
the Report itself justly remarks, must be received “with a certain 
reserve.” For, first, it pays no regard to companies wound up or 
in course of liquidation during the year. For this omission the 
Report is cautiously apologetic. It recognises that the calculation 
cannot be regarded as complete so long as it is limited to going 
(tdtige) concerns ; other concerns are “not yet” included on two 
grounds. Oné is that capital losses belong to more than one 
year; the other is that the Nuremberg Conference decided to 
leave them out. But how serious is the omission may be judged 
from the fact that the companies wound up or in liquidation in 
1907-8 had a nominal share capital of 400 million marks. If we 
conjecture that half of this capital would ultimately be lost, and 
accordingly deduct 200 from the 1,022 millions of dividend 
received on the 12,663 millions of paid-up capital, the 8°1 per 
cent. is reduced at a swoop to 6°5 per cent. And paid-up, as we 
have said ad nauseam, is not the same as paid-in. Werner, it 
will be recalled, reckoned the really paid-in capital in the engineer- 
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ing trade as about one-fourth more than the. nominally paid-up. 
If anything lke this proportion held good of German companies 
in general, the real percentage of shareholder’s gain for 1907-8 
would be further reduced to some 5°2 per cent. 

After all these years, then, of preliminary non-official studies, 
the official report provides the investigator of business conditions 
with only a part, though a very welcome part, of the data which 
he needs for the ascertainment of shareholder’s gain. It is, 
perhaps, as much as can safely be done as a beginning by a 
government office. But two of the other data which are clearly 
necessary for an economic judgment, viz., the prices of the 
original subscription and the capital losses on reduction of capital 
or liquidation, are already published by stock exchange handbooks, 
and are evidently obtainable. If it is thought that an official 
estimate of shareholder’s average real gain—everything considered 
—is too risky for a government office ; that it will be too “subjec- 
tive,” or that it will give a handle to Socialist’ or anti-Socialist 
controversy ; then one would suggest that the office should just 
print the data in question as an appendix to its present form of 
report, and leave private statisticians to draw their own conclu- 
sions. It will be rendering greater service by doing this than by 
following the advice of the Nuremberg Conference and preparing 
tables of yield at market prices. For any stockbroker’s list will 
give us that information ; and what the economist wants to know 
is what the suppliers of capital to business concerns get in the long 
run over and above the capital they actually put into them. 


In this article we have been concerned only with Hungarian 
and German companies, and have confined ourselves to the con- 
siderations which Hungarian and German statisticians have 
themselves brought under our notice. When we turn to the 
problem as it makes its appearance in England or America, we 
cannot but feel that the conditions we have been studying repre- 
sent a relatively early stage in company organisation, and that, 
difficult as the problem was that confronted Kérésy in 1900, it is a 
far more difficult one that confronts the English or American 
statistician in 1910. Modern “trust finance ”’—the finance of the 
great new industrial combinations—creates difficulties in the way 
of gain statistics that will tax the highest skill of the economist 
and accountant—if, indeed, they are not insuperable. The funda- 
mental question, as it is viewed in the preceding pages, is the 
return to capital actually put into the working of business 
concerns. But where, as is increasingly the case, a company is 
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a consolidation of a number of previously existing concerns, its 
capitalisation commonly represents, besides the valuation of plant 
and the like (which investors in the past have, presumably, in 
some form or other paid for), a very large allowance either for 
“goodwill,” or for the anticipated value of “the economies of 
combination,” or for both. If the purchase price is paid to the 
vendors partly in stock which they retain, that portion of it 
which answers to goodwill or “expectation”’ does not represent 
any actual investment by anybody. If, on the other hand, this 
extra stock is either, in the first instance, taken by the public 
and the vendors paid out of the money so subscribed, or given 
to the vendors and by them sold to the public, there is a real invest- 
ment on the part of the public, but the sum invested goes into 
the pockets of the vendors, and is not available for the business 
itself. 

But I must content myself for the present with indicating the 
general character of the situation. The purpose of this article 
is merely to open the discussion ; and a review of the continental 
statistical work is, perhaps, even for us, the best path of approach. 

W. J. ASHLEY 














ON FINANCIERS’ PROFITS. 


THE theory of distribution, in the form that may be regarded 
as orthodox at the present day—let us say, as presented in 
Marshall’s Economics—divides the whole produce of industry into 
shares that are earned and due to particular elements of pro- 
ductive power. ‘These shares are, of course, due only in an 
economic, not in an ethical sense. The attempt to give every 
one his “due ”—ethically—is apt to lead to the impossible prob- 
lems satirised by Mr. Smart where he discusses the share of 
the product that a wise government might award to Miss Corelli 
in return for her novels. Leaving such attempts aside, we have, 
no doubt, to accept as our guide in distribution, what each pro- 
ducer is able in the actual situation of affairs to secure, and then, 
if we wish, to compare this state of things with some ethical ideal. 
It is a matter of satisfaction, therefore, that the pure theory of 
economics is able to offer reasons why such and such a share 
goes to labour, to capital, and so on; and the existence of such a 
rational basis for distribution at the present day undoubtedly 
gives the mind a certain degree of contentment with that distri- 
bution which the mere unexplained differences in wealth between 
individuals would not give. But I think most readers will have 
found this—limited—impression of contentment reduced to a 
minimum, and the intellectual satisfaction of the theory to be 
somewhat lacking on one point: the treatment of the capitalist- 
entrepreneur. The object of the present article is to examine 
certain assumptions of the distribution theory, with a view to 
rendering this point clearer. 

The theory of the return to land was the first to be made clear. 
We have learnt to look upon land as consisting of a very great 
number of possible sites for occupation—take the case of a city, 
for definiteness—to be obtained in pieces as large or small as may 
be needed by the occupier, and varying, extremely, but con- 
tinuously, in their advantages. In one city of moderate size there 
may be a hundred thousand such pieces, varying in size trom the 
smallest that a habitable house can be put on upwards, and in 
value from the site of a suburban cottage to that of the choicest 
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business sites in the middle of the city. These hundred thousand 
pieces of land are probably owned by several thousand persons ; 
and even if many are in the hands of a few rich men or land com- 
panies, there is effective competition in nearly all (if not all) 
cities ; and still more so when the competition between different 
cities is taken into account. We have, therefore, a land 
‘““‘market”’ in which there are many thousands of buyers and 
sellers; with the result of a clearly graded valuation. From, 
perhaps, £25 an acre in the outskirts, to £250,000 an acre in the 
centre, a skilled valuer will always be able to give a close estimate 
of what a piece of land is worth—what is “due” to the owner of 
this factor of production. It will be at once evident that the 
cause of this precision of value lies in the great number of indi- 
vidual bargains : it is a statistical result. . 

The theory of wages is similar in this respect. We picture 
employers and employed as constituting a market, in which they 
bargain, with the result of fixing—for the given time and country 
—rates of wages suitable for the various grades of labour. The 
bargaining is sometimes done collectively, as where a trades 
union makes terms for all its members at once ; but it is, none the 
less, competitive, and the result can be treated by statistical 
methods, for in any trade there are numerous employers; and if a 
trades union becomes so strong as to exert monopolistic pressure, 
its power is limited by several circumstances—by the existence of 
a mass of outside labour more or less capable of adaptation; by 
the influx of youth into a trade that has become exceptionally 
advantageous to the workmen; by the restriction of output that 
must result from too great pressure on employers, and the conse- 
quent attempt to raise prices. While, therefore, an organised 
trade has advantages over unorganised, the advantages cannot rise 
above a moderate percentage in wages, and has usually been 
regarded with satisfaction, as tending to a more equal distribu- 
tion of wealth, and, therefore, greater total enjoyment from it. 
It is to be noted that the underlying assumption here is mobility : a 
condition which modern economic changes and legislation are 
both fending to promote. 

The influence of mobility of labour may easily be under- 
rated at first sight. The fact that no opportunities of advertise- 
ment and cheap travel will enable an unemployed workman of 
one highly specialised trade—say a watchmaker—to fill a vacancy 
in another—say a seaman—may make it seem that the small 
amount of mobility actually existing must be ineffective in levelling 
wages. But it is only a small amount of mobility that is needed. 
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The interest on capital is treated in the same way; and here 
the statistical regularity of results is apt to seem greater, because 
it is an approximation, not to a fixed grading, as in the case of 
land of varied value, or labour of varied skill, but to a real uni- 
formity, inasmuch as one hundred pounds of floating capital is 
exactly like another hundred pounds. 

This uniformity shows itself in the fixed rate of interest (apart 
from insurance against risk) obtainable by means of banks, savings 
banks, and investment markets. 

As soon as we leave the “pure capitalist ” (t.e., the clergyman, 
the widow, the savings bank depositor, &c.) for the capitalist 
employer, the statistical regularity becomes less. 

The ambiguity of treatment of the entrepreneur, to be found 
in books on economics, reflects this greater complication. Some- 
times he is partly confused with the capitalist ; sometimes he is 
sharply distinguished from the capitalist, and we are told that he 
receives a special return, called wages of management, to be 
distinguished from the return to capital—which he may have 
borrowed from a bank. Let us review the actual state of industry. 

There is the small shopkeeper, trading with a few hundred 
pounds of capital of his own; he makes—if he is lucky—his 3} 
per cent. on capital, together with the market rate for his skill, 
1.e., what a big trading company would pay him as an employee ; 
and, perhaps, something else. But most writers on economics 
will tell you that taking ten thousand shopkeepers over a decade, 
this something else is apt to vanish owing to competition. A 
priori reasoning would lead one to expect it to vanish, and prob- 
ably it does. On the other hand, we have the manager of a big 
business, who is paid, whether in salary or commission, an in- 
come that is almost as strictly wages of his skill as a carpenter’s. 
But such a manager is not head of a business: he may conduct 
all the technical operations, and even the ordinary buying and 
selling, but the general lines of policy are laid down for him by 
his board of directors. It is not he who decides on the larger 
risks, such as the erection of a new factory; so that he is really 
little more than a superior workman—for the most ordinary work- 
man has to exercise some responsibility in the use of material 
and soon. The reward of this class of managerial ability is pretty 
clearly defined by the usual “higgling of the market,” like that of 
a lawyer or an engineer ; and it is hardly ever regarded as exces- 
sive even if it exceeds ten thousand pounds a year—and this is 


rare. i 
But modern writers on economics have been inclined to de- 
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scribe a class of entrepreneur, who is head of a business, and yet 
buys capital as he buys labour and materials. Now this type, 
though an important one to describe, is hardly to be found pure. 
The men who establish moderate businesses do, it is true, very 
commonly borrow money from more or less dormant capitalistic 
partners ; but they nearly always, if not always, have some money 
of their own. The business man who, having nothing, can persuade 
a capitalist to lend him several thousand pounds at 34 per cent., 
plus a reasonable allowance for risk, must be very rare, if not 
entirely a figment of the economist’s imagination. What really 
happens in contracts between an entrepreneur and a capitalist is 
either that the business man puts a substantial sum of money up 
himself—say a quarter to a half of the total capital—-and gets one 
or more capitalists to put up the remainder, and allow him a 
very free hand in the management; or that the business man, 
having no capital of his own, goes into partnership with a 
capitalist; the latter being the real head of the business and 
regulating the policy of the firm, while the former does all the 
detailed management, and profits are shared between the two. 
In the latter case the profits of the business partner are not likely 
much to exceed what a man of such unusual ability would make 
as the business manager of a large company. In the former case, 
the entrepreneur is himself one of the capitalists, 7.e., he belongs 
rather to the class of financier than of entrepreneur pure and 
simple. And this leads us to pay attention to the financier as 
being that “agent of production” about whose reward there is the 
greatest difficulty. 

We will define a financier as a person who, disposing of a 
substantial amount of capital, devotes it to businesses over which 
he exercises the supreme control, or a substantial share in the 
supreme control. In order to form a clearer picture of his acti- 
vity and its reward, we will take a typical case—a case in which 
he exercises his proper functions with strict integrity, free from 
any of the stock exchange and other jugglery for which his posi- 
tion often gives the opportunity. 

A mineral deposit, apparently valuable, is discovered in some 
sparsely populated country. The actual discoverer is a “prospec- 
tor,” 1.e., a man of rough, uneducated type, but with some prac- 
tical knowledge of minerals, who makes it his business to wander 
about the country looking for deposits. He digs a trench or two, 
and collects a few specimens ; invests perhaps two or three weeks 
of his own time and a little money—a few pounds, and then goes 
with his discovery to the financial centre. The land, we may 
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suppose for simplicity, is government property, and the dis- 
coverer is entitled by law to certain privileges, which he duly 
claims. The prospector then hawks his discovery round such 
financial houses as he can get an introduction to, till he finds one 
willing to take the matter up. A contract is entered into by 
which the financial house secures the option for a specified time 
to take over the discoverer’s rights; and in case this option is 
exercised, the discoverer is to receive a small sum in cash—say 
£100—and a percentage—say 10 per cent., on what the option- 
holders may ultimately receive for the property. The next step 
is for the financial house to spend a larger sum in obtaining 
information ; they send a mining engineer, who is either a highly- 
paid employee of their own, or a consultant receiving a fee of a 
hundred pounds or more, to report on the deposit. If his report 
is favourable the financial house will either take up the task of 
prospecting the property thoroughly, or, more probably, will 
form a syndicate to do so. This syndicate will have a capital of 
several thousand pounds; of this, perhaps half will be subscribed 
in cash by the financial house and its friends, while the remainder 
is nominal capital issued in exchange for the rights ; of the latter 
a small percentage will go to the discoverer, and the rest to the 
financier ; so that, counting also the shares paid for in cash, the 
financial house has a majority, and has the entire control of the 
enterprise. The property of the syndicate is the discoverer’s 
rights ; these may take the form of a right to mine a certain area 
of government ground, on a fixed royalty, or, if the land is private 
property, of a contract with the farm owner, to buy the farm, or 
the mineral rights in it, for cash or a royalty ; such option to buy 
usually extending for two or three years. 

We see here the financier’s profit emerging: of the latent 
value of the mineral deposit something more than half has fallen 
into his hands, while most of the remainder belongs to capitalists 
who are inactive, it is true, but who, in taking a very speculative 
risk, rely chiefly on the reputation for sound judgment of the 
controlling financial house. 

There is, however, no profit at this stage. The property is 
valueless until a much larger sum has been spent on exploratory 
work. Most of the capital of the syndicate will go in this way, 
and, of course, the result may be failure. If the enterprise is 
successful it then becomes necessary to form an exploiting com- 
pany, with a working capital large enough to bring the mine—as 
it is by now—to the dividend earning stage. This may be fifty 
thousand pounds, or may be half a million. To raise it, an 














556 THE ECONOMIC JOURNAL [DEC., 


essential condition is the support of a financial house of standing, 
which has shown its belief in the enterprise by putting some 
thousands of pounds into prospecting, and by offering its reputa- 
tion as a guarantee. Unless backed in this way it is practically 
impossible to get the public (i.e., the pure capitalists) to subscribe 
the large amount of cash without which mining and metallurgical 
treatment cannot be undertaken. The terms on which such a 
company will be floated will probably be about half to the vendors 
(i.e., the previous syndicate) and half to the subscribers ; and the 
total capital will be estimated in such a way that the share- 
holders may hope for good, but not extraordinary, dividends. 
Thus the new subscribers, taking only ordinary business risks, 
and expecting an almost immediate return, will get the usual 
interest on their capital plus amortisation (in the case of a mine) 
plus an allowance for risk. They are “pure capitalists,” and their 
remuneration can be calculated according to the ordinary rules. 

The financial house will now, if it had half the capital of the 
syndicate, have a quarter of that of the company. It may very 
probably hold more, especially as the public may not be tempted 
sufficiently even by the prospecting work that has been done, and 
by the reputation of the controlling house. In that case the house 
will have to underwrite (i.e., guarantee the subscription of) a 
portion of the shares; in other words, it may be compelled to 
find as much as one or two hundred thousand pounds in cash in 
order to see the enterprise through. 

When, finally, the mine is producing, the revenue from it is 
spent (@) in paying for labour and other working costs at ordinary 
market rates; (b) in paying interest on the working capital at 
ordinary market rates, or something more; (c) in surplus profit, 
which goes to the prospector, the original subscribers to the syndi- 
cate, but chiefly to the financial controlling house. The share 
of the latter may amount to a very large sum; even, in some 
cases, to a million or more: according to the usual theory it is 
the normal price of the services rendered. These services are 
(i.) the engineering and financial skill spent in bringing the mine 
through all its preliminary difficulties; (.) the expenditure of 
some thousands of pounds on a venture which has a good chance 
of failing altogether ; (iii.) the financial reputation of the “house ” 
used in support; (iv.) possibly the guarantee of a large sum for 
working capital, to be recovered from the public by sale of shares 
when opportunity offers. While the reward is very large, these 
services are undoubtedly considerable, and it will be found as the 
current opinion among those concerned in new enterprises, that 
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the greater reward secured by the financier as compared with the 
discoverer, the landowner (or in case of manufacturing enter- 
prises, the inventor and the skilled manager), is justified by his 
greater services. 

There is, however, an uncomfortable feeling that while the 
work of the financier deserves a large reward, the share of product 
which he actually obtains is excessive, and is tending to increase. 
Mr. Hobson voices this feeling when he divides any share in the 
national dividend into a portion needed to bring out the full 
efficiency of the corresponding agent of production, and a surplus : 
and remarks that the surplus in the case of labour is trifling, 
in the case of land is the well-known economic rent, but in 
the case of capital is a large and increasing profit, which has 
become the most important and the most menacing economic 
phenomenon of the day. It is argued that the managing ability 
of Mr. Rockefeller might have been bought for a few thousands 
a year, and that the vast wealth he possesses beyond that is a 
wasteful surplus. We are not concerned here with such ethical 
judgments; but the phenomenon is certainly one in which the 
ordinary theory of distribution, which does not recognise a perma- 
nent surplus except in rent of land, fails to satisfy. I think the 
illustration given above helps to understand why. ‘The financier’s 
share is by no means a reward for skill, plus interest on capital. 
It is a “quasi-rent” due to the exceptional strategic advantages 
of a person who combines the two. In order to bring the mine 
(or manufacture) to a successful issue it is necessary to find some- 
one who can exercise intelligent management of the business, 
and risk several thousand pounds, at least, of his own money 
on it; nothing but his own money will do, for no one who is not 
actively concerned with the business will put up the necessary 
capital, at an early stage. In this way competition is very much 
limited, so that the supply of mining, manufacturing, and other 
enterprises waiting to be financed, permanently exceeds the 
supply of financiers willing to take them up. The capitalist- 
entrepreneur is besieged with offers to use his money to advan- 
tage, and is consequently in a very strong position for bargaining. 
Now we have chosen, as illustration, an enterprise of moderate 
size; but the tendency is towards larger and larger businesses, 
restricting more and more the choice of men capable of financing 
them. 

The important deduction from this is that whereas in land 
and labour transactions and the employment of pure capital, prices 
are settled by the interplay of innumerable events, in the finan- 
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cier’s transactions this is not so, and the application of statistical 
methods is unjustified. 

The arguments usually held to connect the return to any factor 
of production with its efficiency, do not hold in the case of the 
capitalist-entrepreneur. Marshall distinguishes in the actual price 
paid for land, labour, or capital, a normal element, necessary to 
cover ordinary costs, and in addition, rents and quasi-rents. The 
latter arise very frequently, through some temporary scarcity, 
e.g., when a manufacturer happens to be the only possessor of 
some particularly useful machine, and is, therefore, able to charge 
much more than a normal price for the product of it. But the 
characteristic of a quasi-rent is its impermanence. Other manu- 
facturers will in time become possessed of similar machines, and 
so the price of the product will fall to a normal level. Marshall 
accordingly states that in the case of all factors except land, quasi- 
rents can only be temporary, since the supply of the factor in 
question can be increased, and must, therefore, be included in 
calculating long-period prices, though not in short-period. Hence 
the ordinary manufacturer, though he sometimes makes very large 
profits, does not, on an average taken over thousands of busi- 
nesses and a long period of years, earn more than the due wages 
of his ability. If the arguments of the present article are correct, 
an exception must be made in the case of financiers’ profits : the 
reason being that the laws of economics are statistical, while we 
here meet a case to which statistical methods are not applicable. 
Instead, we find that the transactions involved tend to increase 
in scale and decrease in number; that they are accordingly re- 
stricted to a small class of persons, who enjoy greater strategical 
advantage, the greater their capital; that, therefore, the largest 
fortunes increase more rapidly than smaller ones. Hence the 
supply of financiers cannot be effectively increased, for it is rarely 
possible for a new competitor to raise himself to the level of the 
existing financial firms; and hence financiers’ profits are—by an 
accident of the present state of industry—to be classed rather with 
true rents ; that is, in a progressive community they show an un- 
checked tendency to rise. It follows from this that’ the amount 
of profit is not in any essential relation with the service performed. 
Further, unlike the rent of land, which may be held in portions 
of any magnitude, large or small, the rent of special capitalistic 
advantage is necessarily held in large blocks, and tends to consti- 
tute an exclusive ring of millionaires. 

We return then to this : the play of economic forces distributes 
wealth in a certain rational way, according with the efficiency in 
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production of the various factors, and whatever we may, as 
moralists, think on seeing a sempstress paid six shillings a week 
while an engineer gets fifty thousand a year, we must recognise the 
difference in intelligence ; and that in some rough way the distribu- 
tion tends to bring out the best in industry, and cause wealth to 
grow ; further, that the payment of interest on past savings is an 
essential part of the same scheme for the promotion of wealth in 
the community. But two exceptions appear. One, the rent of 
land possessing exceptional advantages has long been recognised ; 
it is easily traced, and taxed, and it is becoming more and more 
clear that while avoiding injustice to individual investors in land, 
the State can, and may, appropriate a considerable portion of 
this unearned surplus for public uses. But while rent of land 
grows at a moderate rate which can be readily ascertained, it 
now seems that the rent of exceptional capitalistic advantage 
grows, and is becoming a very important share of the commu- 
nity’s wealth. It is almost impossible to estimate its amount or 
rate of growth, for such profits are far more elusive than land 
rents. General impressions are notoriously untrustworthy, yet, in 
the absence of anything better, one is driven to use them, and 
it is the general impression that in America the fortunes of the 
leading financiers are prodigious, and are increasing at a rate 
nothing less than alarming. This impression may be—probably is 
—exaggerated, and it is not for a moment suggested that the wealth 
diffused among other classes of the people is not increasing too. Yet 
it seems clear that in a country of great natural resources, and 
peopled by an active and inventive race, like America, everything 
is in favour of the financier ; and of the rapid growth in national 
wealth, an excessive and increasing share must fall into his hands. 
In European countries the excess of product over the immediate 
cost of production is not so great, and financiers have less oppor- 
tunity of piling up vast fortunes; yet the same tendency is to 
be seen. 

Now a distribution involving this class of rent is bad in the 
sense that it does not bring reward into relation with efficiency, 
as economic forces usually tend to do. It is just possible that 
the example some millionaires have given of bestowing their 
wealth on public objects may become the fashion to such an extent 
that the accumulation of capitalistic advantage in a few hands 
may be neutralised, but it would be very unsafe to trust to such 
a fashion. It is more likely that a financial aristocracy will 
persist, as landed aristocracies have in the past. If this be so 
it meaus that wealth will be retained in a few hands, which might 
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be distributed among the people without any risk of drying up 
the sources of wealth (just as taxation of city ground rents has 
no tendency to diminish the availability of land). At present the 
wealth of all classes is growing, so that the disadvantage of bad 
distribution is not so great as it might be—though there is no 
lack of laudable public objects for which money is needed. If, 
however, wages and professional incomes were falling, and the 
interest on pure capital, there is no reason in theory why financial 
profits should not continue to grow, at least for a time. It is, in 
fact, quite easy to imagine a community suffering poverty and 
depression, in which, nevertheless, the financial classes were grow- 
ing richer ; as have, occasionally, the landed classes in past times. 
Such a gruesome picture may be out of place, but it is certainly 
not without importance to make clear the relation in which finan- 
cial profits stand to incomes of other classes. 
R. A. LEHFELDT 


TRANSVAAL UNIVERSITY COLLEGE, 
JOHANNESBURG. 











MUNICIPAL SOCIALISM. 


It is eighty years since the term Socialism sprang into use, 
and there is as yet no consensus of opinion with regard to the 
meaning to be attached to it. We find diversity of usage within 
the limits of a single country, more especially of Germany, and 
we find it even in the narrow circle of German savants. And it 
is here that the very varied interpretations given to the term in 
the wider circles of politics, of Parliament, thé Press, public 
meetings, and so forth, occasion special difficulties, for the 
common speech of daily life deals with those very subjects which 
it is the business of economic science to study and to classify. 

The matter is further complicated by the varieties which 
exist in the common speech of different nations, and the differ- 
ence between the scientific and ordinary uses of the term. The 
Christian Socialists of England, for example, have for the past 
sixty years interpreted Socialism as civic reform, which shall 
substitute the principle of co-operation for that of competition. 
At the same time they are at one with the supporters of free 
competition in their objection to State interference of any kind. 
The conception of Socialism which is current in Germany they 
call, by contrast, “State Socialism,’ because the central idea of 
German Socialism is an organisation of national affairs very far 
removed from any system of free co-operation. In Germany, 
however, the term “State Socialism” is used in quite a different 
sense. Here Socialism in its most widespread acceptation is 
Social Democracy, and State Socialism stands for that moderate 
and more conservative form of economic organisation which is 
already realised in our present institutions, or at any rate fast 
approaching realisation. Railways, telegraphs and other similar 
institutions have all, for kindred reasons, passed under State 
control, and it is to these new spheres of governmental activity 
that the term State Socialism is being more and more frequently 
applied. 

In England and in the United States of America we find an 
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analogous use of the term in the designation of “ Municipal So- 
cialism ,” pressed into the service to describe every activity of this 
kind which is undertaken by a city. The recent rise into favour of 
the same name in the three countries mentioned is due to no acci- 
dent. The common name expresses the fact that these countries 
have witnessed a progressive widening of the sphere of action so 
designated, in all their towns. This is probably most conspicuously 
the case in Germany, and not least so in several large Austrian 
towns. A comprehensive inquiry into these details, instituted 
in accordance with its practice by the “Association for Social 
Politics ” in a large number of German, Austro-Hungarian, Swiss, 
English, Belgian and Australian towns, brought out these facts 
very clearly. The general meeting of the Association, held in 
Vienna on September 27th and 28th, 1909, was devoted to 
reports and detailed discussions on the question. 


si. 


The main forms of municipal activity in the modern German 
towns are as follows: Ownership of land, gasworks, electric 
works, waterworks, Lombard banks, savings banks, fire brigades, 
street-cleaning, drainage, tramways, Boards of Works above and 
below ground, slaughter-houses and cattle yards, markets and 
market-halls, docks and warehouses, hospitals, disinfecting 
stations, public libraries and reading-rooms, schools of every kind, 
and public parks. The majority of these public undertakings 
involve expenses which must be covered by the funds of the 
municipality. A certain group of them, however, differentiates. 
itself from the remainder by the fact that they not only serve 
the public welfare, but contribute a surplus to the revenues of 
the town. This group includes, e.g., the waterworks, gasworks, 
electric works, the tramways, slaughter-houses and cattle yards. 
Out of the 2,590 municipalities in the German Empire (of which 
2,309 are urban and 281 rural) 55 per cent. possess waterworks, 
52 per cent. waterworks of theirown. Ninety-three per cent. of 
the total number of existing waterworks belong to the community, 
and their profits are, on the whole, fairly considerable. Gas- 
works are found in 44°4 per cent. of the communities, and 64°5 
of them are in the hands of the municipality. The number of 
municipal gasworks is also on the increase, though there are 
several large joint stock companies whose concessions do not 
expire for a long time to come. The profits earned by municipal 
gasworks are for the most part considerable ; the consumption of 

















1910} MUNICIPAL SOCIALISM 563 


gas, especially for uses other than lighting, is on the increase, and 
is much encouraged by the diminished price charged. 

We turn now to electric works. These were found to exist 
in 40°7 of the communities, but only 16°8 of the latter had 
their own works. All towns of more than 50,000 inhabitants have 
electric works, of which three-quarters are the property of the 
town, while of the places with a population of over 100,000 four- 
fifths own their electric works. On the whole, however, the 
profits from these undertakings are not considerable, presumably 
because the cost of production of electricity is much higher than 
that of gas, more especially in the smaller works. In this field 
we have as yet much to learn by experience. 

Tramways are still for the most part under private ownership, 
though there is a growing tendency to bring them into the hands 
of the municipality. In some towns, e.g., in Berlin, a large 
joint stock company serves the greater part of the city, while 
a new municipal undertaking has grown up by its side. Here 
the conflict between the two systems is very apparent, and a 
uniform system under municipal control is seen to be a real need. 


III. 


The town of Leipzig has long afforded an interesting example 
of the expansion of municipal activities. In the Middle Ages, 
when, by the way, a considerable amount in this direction was 
already being done in Germany, Leipzig owned, in addition to 
landed property of some importance, a stud, sand pits, a quarry, 
and, finally, stalls for the use of the fairs which had become 
events of great consequence. Municipal waterworks and muni- 
cipal lighting for streets and open places had been in existence 
for centuries. A municipal loan office and a savings bank were 
founded in 1826. In 1835 it happened that a certain capitalist 
wished to promote a company for the construction of gasworks, 
and so the fundamental question was raised whether private or 
municipal enterprise should control the supply of gas. The 
decision was given in favour of the municipality. In the ’forties 
and ’fifties a warehouse was erected and modern waterworks 
constructed, both by municipal enterprise. Little by little, 
however, the citizens and ratepayers began to feel the competition 
of the municipality, and their jealousy was naturally aroused. 
Hence in 1892 they refused to sanction a municipal bakery (for 
the benefit of the poor), although (or perhaps because) this would 
supply a better quality of bread at a cheaper rate than many 
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private bakeries. The concession for the supply of electric power, 
and for an electric tramway service, were at this period bestowed on 
joint stock companies. The results were so disastrous that the 
town took over the electric works in 1905. The tramways would 
probably have followed suit had the conditions of transfer been 
less unfavourable. The experience of many other large German 
cities, such as Munich, Diisseldorf, Frankfort-on-the-Main, and 
Mannheim, has been very similar to that of Leipzig; in each 
case the tramway system has become the property of the town. 

The city most advanced on the path of municipal Socialism 
is Freiburg in Breisgau, which numbers no fewer than twenty- 
five different branches of municipal activity. An electric tramway 
has been running under municipal management since 1899, which 
does indeed keep the question of financial return subordinate 
to that of the welfare of the employees of the line. As early as 
1831 Freiburg had made a novel departure in municipal enter- 
prise in the shape of a municipal newspaper. An official elected 
by the Town Council is responsible for the political section of 
the paper; the art critic is a nominee of the Council, and all 
advertisements and news concerning the affairs of the town have 
to pass the censure of municipal officials before going to press. 
Further, Freiburg has earned an indisputable title to fame by 
being the first German town to build municipal dwellings, for 
the benefit not only of the workmen in its own employ, but of 
the poorer classes in general. Between 1886 and the present day 
66 houses, with 222 dwellings, have been erected, and the 
necessary money for 108 additional dwellings has been voted. 
The rents are, for the most part, below the average of similar 
dwellings. Building societies are a recent innovation. Further, 
the burial arrangements have been under municipal administra- 
tion since 1877. The municipal possessions in real estate are 
very considerable. Of the land within the city boundaries 70 
per cent. belongs to the town, which makes a practice of selling 
the most central sites and adding to its possessions by the 
purchase of outlying tracts. Such property to-day represents a 
total value of eighty-three million marks. 


IV. 


So much for municipal enterprise in Germany. In other 
countries too, and especially in Italy, we find much that is note- 
worthy. In Italy the striving for national unity had so long 
absorbed all the best thought, that the movement in favour of 
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municipal Socialism did not arise until several decades later than 
in the other countries of Southern Europe. When however the 
civic problems connected with housing, water supply, traffic, the 
care of the sick, and the distribution of food came to the front, 
Italy experienced a municipal revival which took up and carried 
on the traditions of classical antiquity and of the powerful City 
States of the Middle Ages. A League of Communes was formed 
in 1901, which 1,500 municipalities immediately joined. Their 
aim was local autonomy, and they threatened a general communal 
strike if the Government should fail to grant their requirements. 
The local Councils began to resume their economic activities, 
and there emerged the new ideal of the modern municipality, 
which extends its activities into the domain of industrial under- 
takings, and claims to supply all the wants which are common to 
its members. Under the democratic franchise of the Italian 
municipalities, the Socialists gained the paramount influence on 
the local governing bodies. A very large-numbér of the Councils 
are socialistic, headed by socialist mayors, and have given the 
municipalisation of the public services a definite place on their 
programme. Nor is this attitude towards municipal trading 
confined to the Socialists. Men of all parties are in sympathy 
with it, and Councils other than Socialistic are putting it into 
practice. The force which the movement has gathered, more 
especially since the beginning of the twentieth century, is most 
clearly exemplified in the vast technical literature which exists 
on the subject. And as long ago as 1898 a Government inquiry 
testified to the existence of 71 municipal slaughter-houses, 15 
gasworks, 24 electric works, 151 waterworks, 12 cemeteries, and 
so forth. The ground for fresh developments was broken by the 
Municipalisation Act of 1903. 

The municipal bakeries of several Italian towns afford very 
interesting examples of the most recent forms of this activity. 
Even in the Middle Ages the municipalities had coneerned them- 
selves with the question of bread supply in the public interest, 
and these arrangements had persisted until early in the nineteenth 
century, when they were obliged to yield to the growing pressure 
of the demand for free competition. In the last decades a number 
of rural municipalities in Friuli began to erect communal bake- 
houses in order to fight the pellagra scourge by the supply of 
cheap wheaten bread. Since 1899 the Councils of several large 
towns, of which Cremona was the first, have thoroughly investi- 
gated the subject and have propounded schemes for the abolition 
of the three main abuses of private bakeries—the excessive price 
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and bad quality of the bread, the insanitary condition of the 
bakehouses, and the unsatisfactory position of the bakers. Oddly 
enough, none of these towns have so far achieved the erection 
of a municipal bakery, and the pioneer in this respect has been 
Sicily, the darkest spot in the kingdom. In 1902 a municipal 
bakery was erected in Catania, which at a single swoop com- 
pletely revolutionised the production of bread in this important 
sea-port town. In the shortest possible time the municipal bakery 
had monopolised the trade and driven the private concerns out 
of the field. A single energetic man, the very popular socialist 
mayor of Catania, achieved this result, practically unaided. He 
watched his opportunity and utilised a favourable moment. The 
master bakers had struck against the imposition of a municipal 
bread tax ; the mayor stepped in, and with the journeymen bakers 
who had been thrown out of employment, established the 
municipal system overnight. The bakery supplied 45,000 kilogr. 
of bread daily for 160,000 persons.. The first quality was retailed 
for 22-35 centimes, as against the previous price of 30-46; the 
workmen’s wages were raised, and the conditions of labour 
improved by the introduction of machinery and the utilisation 
of better workrooms. This went on for four years. The popular 
mayor was considerate enough to find employment for the super- 
seded master bakers and workmen in the sale of bread and other 
occupations. This, however, prejudiced the success of the under- 
taking, and a Government Commission brought it to an untimely 
end. Nevertheless, municipal bakeries have during the last few 
years sprung up in more than twenty cities, of which Palermo 
is the largest. But they aim at providing for a portion only 
of the total consumption, and so bringing indirect influence to 
bear on the rest of the trade. 


| 
“ 7. 

The time-honoured discussion regarding the advantages and 
drawbacks of public, as compared with private undertakings, was 
naturally renewed at the Vienna meeting. It may safely be 
asserted that the one new fact, brought out by the experience 
of various countries, which gained the most recognition, was the 
relation that exists between the constitutional arrangements of 
a country and its municipal possibilities. The difficulties which 
admittedly stand in the way of municipal activity in the United 
States, or which occasion abuses under existing municipal 
arrangements there, do not necessarily arise in other countries. 
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With regard to the experience of German cities, Professor Fuchs, 
who reported on this question at the Vienna meeting, and to 
whom great credit is due for his conduct of the whole inquiry 
which preceded the discussion, attributed the high standard of 
civilisation which our modern towns have attained solely to the 
influence of municipalisation. The movement in Germany owes 
its extension and success to a variety of causes—the capacity of 
the men at the head of the local administrative bodies, the spirit 
of emulation which drives every city to adapt to its own use 
whatever improvements have been made anywhere else, the 
existence of a well-trained professional staff of officials and 
employees, who are regularly appointed for life, the high standard 
of integrity universally prevalent among them from highest to 
lowest, and lastly, the well-maintained balance of power between 
the administrative bodies and the Town Parliament. We do not 
deny that there are drawbacks everywhere. ‘There are always 
drawbacks for the simple reason that every human institution, 
like every human being, has the defects of its qualities. 

The vulnerable point of municipal Socialism is, of course, the 
multiplication of officials which it entails, and this favourite 
reproach was naturally not omitted in Vienna. It is unfor- 
tunately impossible to carry on, without a bureaucracy of some 
kind, any great undertaking, whether this be in the hands of a 
large joint stock company or of a public body, and whoever cannot 
brook a bureaucracy must put up with small concerns in all 
the branches of social and political life. The business of a small 
tradesman needs no bureaucracy, nor yet the administration of 
a village. Anything beyond this, however—a great centralised 
business, the organisation of a large number of active persons, 
the administration of a State or town—cannot be satisfactorily 
accomplished without the help of trained, professional men. 
Without the co-operation of such an official class self-government 
becomes impossible, unless there should happen to be, in excep- 
tional cases, persons who are both wiiling and able, merely as 
members of a free community, to devote themselves entirely to 
its service, and to undertake the duties which would fill the 
working life of a professional class trained ad hoc. The majority 
of persons, especially in the twentieth century, are so much taken 
up by the mass of their private interests as to have little time, 
inclination, strength or capacity left for the fulfilment of public 
duties. Each, or at any rate most of them, have their own 
occupations, and have no wish to undertake any other for the 
State or community. The State and the community, therefore, 








568 THE ECONOMIC JOURNAL [pEc., 1910 


must be served by professional men who devote their lives to 
their public office, just as others devote themselves to industry, 
art, science, or whatever their private avocation may be. 

This necessity does not prevent the very persons whose 
attitude towards public affairs is directly responsible for the 
increase of officialdom from complaining of this increase. 
Distant critics, too, in foreign countries seem to derive consola- 
tion for deficiencies in their own systems of administration, from 
the blame which they lavish on the German bureaucracy. There 
was a speaker at the Vienna meeting who actually lauded the 
corruption of American municipalities on the ground that this 
achieved better results than the integrity of the German bureau- 
cracy. It is only fair to add that he voiced no general opinion. 

For the rest, it is no accident that questions of this kind are 
to-day continually pressing into the foreground of public interest 
and scientific debate. At the biennial general meeting of the 
“Association for Social Politics,’ in 1905, several days were 
devoted to the discussion of the relations between the Government 
and coal-miners and their syndicates. There followed a discus- 
sion of the problems of mammoth industrial undertakings and 
the relations of these to their workmen. In 1907 there was a 
debate of several days’ duration on the constitution and adminis- 
tration of towns, prepared for by a series of volumes on the law 
and practice of a large number of Town Councils in Germany 
and other States. 

These are the ever-recurring great questions which claim an 
increased share of the attention of nations, and more especially 
of economists, every year. Owing to the magnitude and difficulty 
of the problems it is not likely that great changes should be 
made in existing conditions in the near future. Nevertheless, it 
seems certain that the development in the direction of municipal 
Socialism will increase in force and extent wherever the condi- 
tions are favourable. Perhaps another age may discover methods, 
of which we have no conception, to overcome the obstacles that 


lie in the path of progress to-day. 
Gustav CoHN 


University of Gottingen. 

















THE POVERTY FIGURES. 


It is the purpose of this paper to deal critically with the 
figures that are usually quoted as a measure of the amount of 
poverty in England. I hope that this purpose will not be mis- 
understood. It is not my aim to minimise a great social evil; 
nor, indeed, does any result of that kind follow from this study. 
But it does seem to me that the time has come when some 
protest should be made against wrong inference from, and the 
political exploitation of, the investigations that have been made 
into poverty. ; 

Of these inquiries there are three whose results are widely 
known and quoted—by Mr. Booth, Mr. Rowntree, and Mr. 
Chiozza Money. The first two are local and detailed; the last 
is national, and derived from a more general study of statistics. 
The first two give about one-third of the people as poor; the 
last gives nine-tenths. This divergence itself guards anyone who 
feels compelled to look deeper. 

The results obtained by each inquiry are here to be accepted. 
Criticism of the methods and results of the Booth and Rowntree 
inquiries has been made, especially by Dr. Loch; and on the 
basis of his memorandum the Committee on Physical Deteriora- 
tion has passed over the poverty inquiries. But it appears to me 
that a great deal must have depended on the practised insight 
of those actually engaged in the work; and that we must take 
their figures as an approximate measure of the thing they defined 
and sought for. 

In the inquiry of Mr. Money, anyone is taken as poor where 
the family income does not exceed £160 per annum. He has 
recently suggested that £180 would be a better figure. His 
results show a startling inequality of distribution, since half the 
national income is owned by one-tenth of the people, and one- 
third of the income by one-thirtieth of the people. But I should 
rather call this an inquiry into riches, or simply into distribu- 
tion, for the following reason : The average family income of the 
nation is slightly below £200 a year. If, then, the poverty line 


1 Read to the British Association, Sheffield, 1910. 
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is at £160, it would have to be admitted that we are badly off 
as a nation ; since the average, which would result from an equal 
distribution, is only 25 per cent. above the poverty line. It is, 
I suppose, true that the reason why we cannot afford the very 
large incomes of some classes is just that our average income is 
not high ; viewed with reference to all the goods that are purchase- 
able, and which enter into the conventional life of even the middle 
classes, it is low. But it must be plain that, if Mr. Money’s 
standard of poverty were adopted, the evil could not be charged 
simply against the distribution of wealth; it would be charged, 
too, against the earning power of the whole resources of the 
nation, which yield on the average so slight a margin. For 
that reason, and also because £160 would not commonly be 
regarded as poverty by the masses of the people, it would be 
better to take Mr. Money’s inquiry as one into distribution rather 
than into poverty. It has the advantage of being a national 
inquiry, and I do not wish to do more than cali attention to its 
startling results. 

The local inquiries of Booth and Rowntree have been more 
widely quoted, and their results are stereotyped in modern 
political discussion. Both parties find them equally useful: the 
Tariff Reformers, because they obtain under our present fiscal 
system ; the Free Traders, because they show how hardly a small 
increase in cost of living would bear on the people. They con- 
stitute the fact that is perhaps best known about England to 
foreign nations. 

As these inquiries are only two, no national inference ought 
to be drawn from them unless, first, the thing investigated was 
in both cases defined the same way, and second, there is a great 
degree of agreement in the results. Neither of these conditions 
is fulfilled in this case ; and the differences are so great, and the 
subject so important, that I trust my criticism will not appear 
to be carping or merely controversial. 

Mr. Booth’s definition of poverty ! takes all persons in London 
as in poverty who are considered to earn up to 21s. a week 
for an average family. It is, of course, possible that so definite 
a standard was not carried about by the investigators; and, in 
fact, it is evident that a great deal was intrusted to their 
judgment. But Mr. Booth has clearly stated that this income 
line is, at any rate, the approximate measure of the thing he 
investigated ; so that it must be this definition or none at all. 
In the same way, the “very poor” are those, whether so defined 
at first or so classified in the end, who earn up to 18s. a week 


1 Poverty, vol. i. p. 33. 
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for an average family. Of the former there are 30°7 per cent., 
and of the latter 8°4 per cent. in London. 

But Mr. Rowntree has counted two things, where Mr. Booth 
has counted one. He does not only measure those who are poor 
because of income, but those also who are poor because of expendi- 
ture. And as his income line is 21s. 8d. for an average family, 
his primary poverty closely corresponds to Mr. Booth’s total 
poverty. Since from this 21s. 8d. basis he proceeds to measure a 
class of the poor who have greater incomes, it is evident that his 
inquiry is not simply different in kind of definition, but neces- 
sarily wider in scope than Mr. Booth’s. Indeed, secondary 
poverty is by far the greater part of Mr. Rowntree’s results. 
On this ground, therefore, I should venture to demur to the 
letter from Mr. Booth, printed in Mr. Rowntree’s book, to the 
effect that the inquiries are broadly comparable. So far as 
comparison by income goes, Mr. Booth’s 30°7 per cent. of persons 
having up to 21s. is to be taken with Mr. Rowntree’s 10 per cent. 
of incomes up to 21s. 8d. 

The question then arises whether it is possible, from the 
data of the two inquiries, to compare the same thing in the two 
places. How much of Mr. Booth’s poverty is there in York, and 
how much of Mr. Rowntree’s poverty in London? 

As Mr. Rowntree has given a table of incomes,’ the first 
question can be answered with great accuracy. He found that 
8°5 per cent. of the people of York earned up to 21s. a week. 
And this would be the right comparison, if there were no differ- 
ence in the cost of living. But according to the recent Report 
on Cost of Living of the Working Classes (Cd. 3864), rents and 
prices in London are 15 per cent. higher than in York, the 
index figure for York being 87. The York equivalent of 21s. in 
London is 18s. 3d. Now according to Mr. Rowntree’s income 
table, 2°6 per cent. in York earn up to 18s.—say, 3 per cent. 
up to 18s. 3d. So that, on the bare figures, we get a very wider 
divergence, one result being ten times the other. 

It is less easy to answer the other question, and find how 
much of Rowntree poverty there is in London. As to primary 
poverty—income up to 21s. 8d.—there is 10 per cent. in York, 
and something over 30°7 per cent. in London. But as secondary 
poverty depends on the habits of the people as regards expendi- 
ture, it is not possible to proceed with the comparison except on 
the assumption that the working classes of the one city do not, 
taken in the mass, differ in prudence from those of the other. On 
this assumption, there would be 15 per cent. of secondary poverty 
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in London. For Mr. Rowntree’s 18 per cent. of secondary 
poverty is derived, according to his income table, from 53°1 per 
cent. of the working classes earning over 21s.; and if the same 
ratio is taken of Mr. Booth’s 45°6 per cent. of the working classes 
having over 21s. a week (Classes E and F, excluding servants), we 
obtain about 15 per cent. of secondary poverty in London. Thus, 
corresponding to Mr. Rowntree’s total 28 per cent. of poverty 
of both kinds, we have in London (30°7 +15) or 45°7 per cent., at 
least. This is increased when allowance is made for the higher 
cost of living in London. The London equivalent of Mr. 
Rowntree’s primary standard of 21s. 8d. is 24s. 11d. All up to 
24s. 11d. ought, therefore, to be counted in London, as being in 
primary poverty, whereas we have only been able to count all up 
to 21s., and have taken the secondary ratio (about one-third) of 
these between 21s. and 24s. 11d. Itis, I think, a safe conjecture 
that this would bring Rowntree poverty in London up to 50 


per cent. 
We thus obtain a table as follows :— 
York, London. 
Per cent, Per cent. 
Booth’s standard re eas 3 80°7 
Rowntree’s standard ... aa a 50 


I do not think that anything but difference was to be expected 
from a comparison of a provincial city with a great centre of 
casual labour. The convergence of two of the corner figures has 
been seized on in political controversy; but they depend on 
different standards, and it would be as legitimate to contrast the 
other corner figures of the table. 

It will be seen, therefore, that the results for either city 
prevent us from regarding the other city as typical of the nation. 
The inquiries check each other ; and the safest ground is to keep 
them in their separateness. 

Since we are in possession of index figures for different places 
and times, it is possible to extend the inquiry into poverty by 
adopting Mr. Rowntree’s standard in any other city. We should 
thus obtain uniformity, as well as a standard based on a precise 
calculation. My purpose has only been to show that we are not 
at present in possession of figures which can tell us the amount 
of poverty in the nation; and to make some protest against the 
political exploitation of two great studies of the people. A 
uniform inquiry might show a greater or a less result than that 
which is tossed about in controversy. The statement that the 
number of the poor is, or approximates to, one-third of the people, 
is not based on evidence which bears scrutiny. 

D. H. MaccRrecor 
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Unemployment and Trade Unions. By Cyrit Jackson. With 
a Preface by the Rt. Hon. Viscount Minner. (London: 
Longmans. 1910. Pp. xi+92.) Price 1s. 6d. 


THE special significance of this book lies in the names of its 
author and of its sponsor. Here is one of the leaders of the 
Moderate party in the London County Council, a man of long 
experience in the investigation and relief of distress, advocating 
a national system of insurance against unemployment. And 
here is one of the foremost of Unionist statesmen, not simply 
commending the proposal, but singling out for peculiar and 
emphatic approval the contention that this insurance can best 
be administered through trade unions. Unemployment insurance, 
it is clear, is not going to become a party question. In the coming 
Parliamentary discussion men of goodwill from both political 
camps will be working towards a common purpose ; and this ought 
to have a beneficial effect on the form of the measure. 

Mr. Jackson’s chapters are rich in information and suggestion 
over the whole range of the problems directly or indirectly asso- 
ciated with unemployment. It is insurance, however, that is 
just now in the forefront of public attention; and it is to Mr. 
Jackson’s treatment of that topic that we must especially address 
ourselves. 

I find no reference, either in Mr. Jackson’s book or in Lord 
Milner’s preface, to one of the gravest of the difficulties in the 
way of unemployment insurance; and that is the danger lest 
insurance should itself increase unemployment. We are apt to 
take the percentage of unemployment under existing conditions, 
and to assume that it is with that percentage we shall have to 
reckon, actuarially and administratively, under a régime of insur- 
ance. Yet it is not difficult to see that insurance may quite 
conceivably increase the irregularity of employment by weakening 
the motives which do at present, to some extent, influence 
employers in the direction of continuity. ‘Two motives are, at 
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present, in operation. Employers will often take some trouble 
and incur some risk to keep their labour force together, in order 
to be instantly ready for returning prosperity. But a system of 
public out-of-work benefit (unless accompanied by energetic 
coercive action on the part of labour exchanges) may tend to 
check the dispersal of discharged workmen: it may keep them 
in their homes waiting for trade to pick up—waiting for their old 
employers to whistle them back. 

And employers frequently keep men at work—manufacturing 
“for stock,” for instance, even when it is quite hazardous—from 
motives of sheer humanity. I cannot but think that when the 
employer knows that a discharged workman has, at any rate, 
the insurance fund to fall back upon, he will feel that the State 
has, to some extent, relieved him of responsibility. He will feel 
this even more strongly if—as no doubt will be the case—he has 
himself to contribute to the insurance fund. He will feel that he 
has paid for the right to engage his labour just as discontinuously 
as May seem expedient. 

Opinions will differ as to the extent to which feelings of 
responsibility and humanity do at present affect the conduct of 
employers. I by no means contend that they influence all 
employers in all trades. But I cannot agree with the extreme 
opposite view, that competition and pecuniary interest so com- 
pletely dominate the industrial field already that the present 
effect of a sense of responsibility or of humane kindliness is quite 
negligible. From what I have learnt of Midland conditions, I 
am convinced that such feelings still have a good deal of effect, 
especially in old-fashioned small or medium-sized businesses. 
And we may, I think, fairly put the argument in a general form 
thus: fluctuations in employment are in a large measure the 
outcome of competition ; the working of competition is hampered 
by “friction”; one form of friction is the sense of personal 
responsibility on the part of employers for the men who serve 
them ; a national system of insurance will weaken this sense of 
responsibility and lessen the “friction”; and, as a result, com- 
petition will work more “smoothly ” for the employer—with the 
resultant consequences, good and bad. 

That this is not an imaginary danger will be evident if we 
consider the somewhat parallel case of labour exchanges. It 
is hoped that labour exchanges will help to ‘“‘decasualise ” 
labour ; and it does certainly seem that they are capable of being 
used in that direction. But it would appear, from the instruc- 
tive article of Mr. Heath in the last number of this Journal, 
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that there is reason to believe that labour exchanges as they 
are now being worked in Germany are actually having a certain 
“casualising ” effect. “Many of the leaders of the trade unions,” 
we are told, “assured the writer that the system of employing 
men for short periods, sometimes a few hours, was on the 
increase. And even some of the managers of the labour exchanges 
admitted that the exchange was helping on this tendency.” 
There is, apparently, little statistical evidence available; 
but the one piece of statistics that Mr. Heath is able to adduce 
is certainly rather disturbing. or it appears that in the labour 
exchange in the Berlin brewing industry, managed by a joint 
committee of masters and men, a distinction is drawn between 
“permanent” and “temporary” posts; and the proportion of 
temporary posts to the total number filled by the exchange has 
steadily risen from 42 per cent. in 1900 to 78 per cent. in 1909. 
We cannot but realise how easily possible it may, unfortunately, 
be for an institution actually to increase the evil-it was designed 
to remedy. 

How the danger is to be met, I confess I do not quite see. 
Something might perhaps be done to penalise employers of excep- 
tionally irregular labour. Some rebate or discount might possibly 
be allowed to employers on the amount of their contributions, 
in proportion to the length of service of the men insured or the 
regularity of the employment during the year. Complications 
would arise where workmen had voluntarily transferred them- 
selves to other employers; and, to meet this and some other 
contingencies, there would seem to be a need for some system 
of corporate responsibility on the part of the employers in a 
trade—as in the German accident insurance. Where the real 
responsibility lay with the State, as consumer of munitions of 
war or other stores, it would, one might hope, soon come to be 
realised that the higher charge upon employers for discontinuous 
service would have to be paid by the State in the shape of higher 
prices. Yet, in these cases, as in industry in general, it is hard 
to see how a penalty could be imposed heavy enough for the 
purpose. 

I do not, indeed, hold that a failure to overcome this difficulty 
would necessarily condemn the whole scheme. It may be held 
that a large measure of insurance would be so great a boon that 
it would be well to introduce it even if employment were thereby 
made somewhat more irregular. But we ought, at any rate, to 
face the situation. 

The immediate purpose of Mr. Jackson’s book and of Lord 
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Milner’s preface is not to argue for insurance: that they prac- 
tically assume as bound to come. Their object is to urge that 
the State’s share in the future scheme shall take the form of 
subsidies to trade unions. In urging this policy, they take for 
granted, apparently, that the Osborne judgment is not going to 
be reversed. Itis pretty obvious that, if the urions are to regain 
the power of coercing their members to contribute towards the 
support of members of Parliament of one particular party, the 
country will hesitate to arm them with fresh powers to draw in 
new members. For the present, perhaps, the matter may be 
discussed on the assumption that the Osborne judgment is not 
going to be reversed. If that is so, there are exceedingly strong 
reasons why unemployment insurance should be effected through 
the unions, so far as the unions already have a system of out-of- 
work benefit. It will be shown later that this statement by no 
means disposes of the question. But let us look first at the 
reasons for doing the thing that way, if it be possible. To my 
mind the strongest reason is that, unless it is done that way, insur- 
ance will inevitably weaken the unions by diminishing the motives 
which lead men to join them. At present, with those unions 
which have out-of-work benefit—and they are the great majority 
—a desire to insure oneself by means of membership against the 
risk of loss of employment is one of the strongest forces bringing 
in new members. If a man can (and, if he takes no steps, must 
automatically) insure himself, even though less perfectly, without 
joining a union, this altered position may just determine the 
balance of motives in the direction of staying outside. It must 
be remembered that some of the unions most likely to be affected 
have, even as things are, great difficulty in keeping up their 
membership. Thus the unions in the building trades have spent 
large and increasing amounts during the last decade in unem- 
ployed benefit, and in recent years this item has accounted for 
almost, if not quite, a third of their total expenditure; and yet 
their membership has been steadily declining (from 253,000 in 
1900, to 163,000 in 1909). It would not be surprising if strenuous 
opposition were offered by such unions to any setting-up of fresh 
counter-attractions outside the union. 

A second and almost equally weighty reason for making the 
State contribution a supplement to independent trade union 
payments is that this is by far the most effective method within 
sight of providing against fraud or laziness on the part of 
claimants. The officials of a trade union are usually in a good 
position to know why members are out of work; and, so long as 
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they have anything to pay out to them from union funds, they 
have the best of motives to keep down the number. It must, 
however, be borne in mind that this motive will only operate 
with its present vigour so long as the payments disbursed come 
from the union’s own funds. Mr. Jackson, like some other 
writers, proposes that a State subsidy should be given to those 
“less well-paid trades ‘which have” hitherto “not been able to 
secure sufficient contributions” from their members “to enable 
them to pay unemployed benefit.” He is of opinion that such 
a State subvention—if, we must add, its benefits were to be 
enjoyed only by joining a union—would “enormously encourage 
the unions and add to their membership.” But unless it was 
made conditional on the unions’ instituting at the same time an 
out-of-work benefit of their own, the mere passage of the State 
subsidy through the channels of the union would be no guarantee 
for its economical distribution. 

So much, then, for the reasons in favour of using the unions. 
But now we come to the crux of the whole matter—the question 
of the attitude of the State to the non-unionist workmen. The 
evident conclusion from the foregoing considerations is that 
State assistance should be given only through unions and to 
their regular members ; and to the present writer this would seem 
in itself the best solution of the practical problem. It might well 
bring with it less evils than the alternative courses and more 
advantages. It would, it is true, involve something very like 
compulsory unionism ; though it is by no means certain that this 
would work out into a more belligerent unionism. But, for 
obvious reasons, such a solution is not “practical politics” in 
England at present. Mr. Jackson’s solution is suggested by a 
provision in the Danish law, and is as follows : 


“The case of the man who does not belong to the union in his 
trade could be met by allowing him to join the unemployed benefit 
fund alone and pay subscriptions to that independently. This 
principle of joining a union for one benefit and not for others is 
quite well established. Men are allowed to subscribe for sick benefit 
or not at their own discretion; and, though at present all members 
must pay contributions for trade purposes, there is no more inherent 
difficulty in accepting membership in respect of unemployed benefit 
without dispute benefit, than in allowing a man to subscribe for 
dispute without sick benefit” (p. 38). 


We may well doubt, to begin with, whether Mr. Jackson quite 
realises the magnitude of the extra task he is asking the unions 
to undertake. To take one example : In Sir H. Llewellyn Smith’s 
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recent address before the British Association the building trades 
were placed first in the list of those most appropriate for an insur- 
ance scheme, because, as he argued, in these trades “the insurable 
element in the risk of unemployment predominates largely over 
the non-insurable element.” We may conjecture, therefore, that 
the building trades will be among those to be first dealt with by 
experimental legislation. But while, as we have seen, the total 
number of members of trade unions in the building trades, over 
the whole of the United Kingdom, was only 163,000 at the end 
of 1909, the number of adult males engaged in building, in 
England and Wales alone, was 802,000 as long ago as the census 
of 1901! 

And the more Mr. Jackson’s plan is looked at the less feasible 
does it appear. Men who already pay contributions to their 
unions for trade purposes can be allowed to pay or not pay, as 
they please, for sick benefit, because the trade purposes are 
regarded as fundamental and sick benefit as altogether subsidiary. 
To let men pay toward unemployment benefit and not toward 
trade purposes would be a totally different thing. It is not easy 
to see how a union—which, after all, exists primarily for trade 
purposes—could possibly be asked to undertake the laborious 
business of administering an insurance fund for the benefit of 
persons who chose to remain outside the union, qué trade union. 
The only possible ground would be a belief that the payment 
from the fund, even by itself, would enable men to stick out more 
doggedly for the standard wage; and that therefore the unions 
might be asked to undertake the administration of the fund in 
order to support the union rate. But even if this argument were 
convincing, two things would have to be borne in mind: First, 
that the unions may need to have the very considerable cost of 
administration (probably quite beyond the powers of their present 
staff) provided by the State ; and secondly, that the method would 
give no sort of security for economy. The union officials know a 
good deal about the real position of their members with respect 
to employment, because it is their duty to find work for them 
when they are out; they will have no such reason for knowing 
about men who abstain from subscribing for trade purposes, and 
who, therefore, in the eyes of the officials will not be real 
members at all. The union officials naturally try to reduce the 
number of those unemployed to whom they have to pay something 
out of the union’s own funds; they will have no such inducement 
to economy with funds provided from outside. 

And it does not need much knowledge of human nature to see 
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how fertile the proposed arrangement would be in suspicion and 
ill-feeling. To many a trade union secretary the mere recogni- 
tion of those who must in his eyes continue to be outsiders, as in 
any sense partial members, in virtue simply of their contributions 
to the insurance fund, would seem exceedingly dangerous— 
pessimum exemplum: he will not want to do anything that 
suggests that refraining from subscribing to trade purposes is a 
legitimate or tolerable state of mind: he could only consent to 
have anything to do with such an arrangement in the hope of 
using it to bring in the outsiders. Moreover, one reason why 
many men remain outside the unions is that they are accepting, 
or want to be free to accept, less than the union rate of wages; 
and we can hardly expect stalwart unionists to settle down into 
amicable co-operation with “blacklegs.” 

It should be noticed that in the country which has given the 
world the “Ghent plan” of State assistance to unemployed insur- 
ance by means of subsidies to trade unions, “the Various attempts 
to confer similar benefits upon workpeople not belonging to trade 
unions have not produced any but the most insignificant results.” 
This, at any rate, was Mr. Schloss’s report concerning Belgium 
early in 1909. And it is exceedingly doubtful whether the Danish 
provision (enabling persons to join the insurance fund of a union 
while remaining outside for other purposes), which Mr. Jackson 
would have us copy, is really going to be effective even in that 
country. The law came into operation in August, 1907; yet 
Mr. Schloss was informed, sixteen months later, by a high 
statistical authority in Denmark, “that it must be assumed the 
members of the unemployment funds which had ” up to that time 
“received official recognition were all trade unionists.” Mr. 
Schloss is referred to by Mr. Jackson as expressing the view, 
“after exhaustive investigation,” that “the Danish fund is on the 
right lines.” But it is significant that Mr. Schloss takes care to 
express no view of his own as to the practicability of this feature 
of the Danish law : “‘it remains to be seen,” is his cautious phrase. 
And it is still more significant that in his final chapter of Conclu- 


sions he passes over the point in complete silence. 
W. J. ASHLEY 


National and Local Finance. By J. Watson Grice. (London: 
P. 8. King and Son. 1910. Pp. xxiv+404.) 


Tus study of the development of financial relations between 


central and local authorities in England, France, Belgium, and 
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Prussia is of special interest at the present time in view of the 
promise of the Government to undertake next session the re- 
organisation of the system of Exchequer contributions. The 
history of our grants has been so frequently told, and their 
absurdities so thoroughly exposed, by economists and adminis- 
trators, that we scarcely expect to find anything new in the third 
of the volume devoted to England. It gives, however, a clear 
and concise critical account of the grants which serves admirably 
as an introduction to this very complicated subject. 

On’ the other hand, singularly little information has hitherto 
been available to English readers regarding the financial relations 
of central and local bodies in other European countries, and 
Mr. Watson Grice’s able and thoughtful description of the systems 
which prevail in France, Belgium, and Prussia deserves to be 
recommended to all students of public finance. An explanation 
of the apportionment of financial burdens among the different 
authorities in these countries presupposes a general acquaintance 
with the functions and powers of the local bodies, as well as with 
the amount of central administrative control over them, and upon 
each of these points the author tells us quite sufficient for the 
purpose without going into great detail. In regard to finance, his 
method of treatment is much fuller; the special local imposts, 
the central taxes to which local additions are made, the transfer of 
taxes from the central to the local bodies, the financial relations 
between the larger and smaller authorities, and the schemes of 
central subventions to particular services, are all treated with a 
lucidity which can be appreciated only by those who have tried 
to obtain similar information for themselves. 

Although for the most part the author devotes himself to 
explaining the changes which have been made during the past 
century in the countries under review, he finds occasion in the 
last few chapters, when dealing in general terms with the 
resources of local authorities and the divisions of responsibility 
for national and local services, for some expressions of opinion 
upon suggested amendments to the English system. ‘The proposal 
to allow local authorities to levy additions to the income tax in 
the manner adopted in Prussia does not commend itself to him. 
The Prussian tax is not liable to such frequent alterations as 
ours; it is more highly graded; it is less in amount for central 
purposes ; it is not very largely levied at the source ; compulsory 
declaration is carried much further ; incomes over nine hundred 
marks are taxed, and the communes may commence still lower ; 
perplexing problems arise in localising income, and local varia- 
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tions of income tax additions lead to migration of the wealthier 
persons. On the whole, therefore, while granting that the system 
works out with considerable satisfaction in Prussia, Mr. Grice 
thinks that here it “would probably not work well either from the 
point of view of the individual, or of justice as between the local 
authorities.” Very little can be expected, too, from the transfer 
of particular taxes from the national to the local authorities, and 
so the author is concerned to lay down some general principles 
which should govern the administration of grants-in-aid. Most 
of these are sound, if somewhat familiar, suggestions towards 
reform. The first, that “grants should only be given to services 
in which the general interest is predominant,” appears to conflict 
with some remarks in the preface by Mr. Sidney Webb, where 
he urges that there is no service in which the community as a 
whole has not an interest, and therefore a duty, to prescribe a 
“national minimum,” and to use the expedient of grants for that 
purpose. The presence of a general interest, and not its pre- 
dominance, seems to be sufficient in Mr. Webb’s view to justify 
resort to grants, though he would vary the amount according as 
the interest of the community as a whole is more or less 
important. That they should be conditional on efficiency, so 
arranged as to minimise the inequalities between districts in 
respect of loco-national burdens, and should not be given to 
objects which directly and obviously raise the value of fixed 
property in any locality, will be generally agreed. But when 
Mr. Grice adds that, subject to the fulfilment of the foregoing 
conditions, “the grants should, as far as possible, and in view of 
all the circumstances, for financial and administrative reasons, 
be kept at the lowest proportion necessary to achieve all the 
purposes of grants-in-aid,” we wonder whether to consider it a 
truism or an error. Certainly if all the purposes of grants are 
achieved, nothing remains to be said in criticism of the amount, 
but we are inclined to urge that for some services the grants 
should not only be arranged with a view to minimising inequalities 
between districts, but should be as high as possible, the limit for 
both purposes being that the spending authorities must have 
every motive for reasonable economy. How high a proportion of 
the cost of education or of poor relief that may be, depends upon 
administrative questions, the methods of the grants, and the 
degree of central control. Possibly the difference between us is 
mainly one of emphasis, but in our view Mr. Grice does not 
sufficiently appreciate the desirability of removing certain burdens 
from the locality to the fullest extent permitted by considerations 
of economical administration. STantEY H. TURNER 
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Wool-growing and the Tariff. By C. W. WricHt. Harvard 
Economic Studies, V. (Pp. xii+362. 1910.) 


In “purer” moments the economist may be tempted to wish 
in his heart that England had a tariff, just because it would 
raise so many “neat” problems. Dr. Wright’s study, which covers 
the whole of United States history, should help to discourage 
such lamentably irresponsible musings. Most of the “neat” 
problems are insoluble: they are most insoluble of all at the 
time when a solution chiefly matters—when tariffs are in the 
making. Throughout this detailed inquiry taxes on wool con- 
stantly do what they are not expected to do, and leave undone 
what was hoped of them; and the main results for the student 
of economic theory are those broad, by no means neat, results 
about the working of tariffs that he knew already. 

There have been taxes of some sort on wool brought into the 
States ever since 1816, save for the short exciting period of free 
wool in the ’nineties. And this is Dr. Wright’s summary of sum- 
maries. (If anything, the book has too many summaries.) 
“The most that can be said for the tariff is that it has somewhat 
increased the number of sheep in the country, chiefly since the 
war and during the time after the rise of the industry in the 
Far West,” i.e., since the ’seventies (p. 323). “Somewhat” is to 
be interpreted modestly, for elsewhere (p. 305) Dr. Wright 
italicises the fact that in 1897 the chief ranching States of the 
Rockies—-Montana, Arizona, Nevada, Wyoming, and Colorado—- 
“ended the period of combined industrial depression and free wool 
with more sheep than they had at the beginning, a fact which 
cannot but lead one to raise the question how necessary the pro- 
tective tariff is for the wool-growers of this section.” Later 
statements, however, suggest that for “is” in the last clause 
we should read “was,” since at the close (p. 325-6) the facts are 
emphasised that the wool clip of the U.S.A. is less than it was 
in 1892-4; that on the whole it is likely to decline; that she is 
becoming increasingly dependent on imports ; that, therefore, “if 
the industry is to be maintained in a position of the same relative 
importance as formerly, a higher tariff will be necessary.” Upon 
the problem of general policy no opinion is expressed, but 
elsewhere Dr. Wright is, very properly, not even quite sure that 
this hypothetical higher ta1iff really would maintain the relative 
importance of the wool-growing industry, for dearer wool means 
more substitution. “Against such rivalry the tariff is impotent.” 
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These are some of the unknowns, or shall we say uncertains, that 
spoil the problems. 

The main, and very great, interest of the book lies outside 
the tariff question altogether. In tracing the history of wool- 
growing, Dr. Wright throws his net wide. The tariff, he shows, 
has been a subordinate force throughout. Manufacturing and 
commercial developments, the competition of English woollens 
and New England cottons for the favour of the consumer, the 
rivalry of cattle with sheep on the ranges of the West and of 
butter with mutton on the farms of the East, the unequal effects 
of reduced cost of carriage on the profits from wheat and wool 
growing, and a score of other considerations, have from time to 
time changed the character, location, and fortunes of the 
American flocks. And the changes are worked out on the grand 
scale, and at the characteristic American speed, over the face of 
half a continent. 

Nothing is more fascinating in the whole study to a Britisher 
than the American’s rapid—often unfortunately rapid—response 
to every economic stimulus. He hurls himself into merino- 
breeding early in the nineteenth century, and hurls out of it for 
a time with curses a few years later. An English market for 
cheese developed in the ’forties, and in the East “whole towns 
and counties sold their sheep and bought cows” (p. 130 n.). At 
that time the Middle West was becoming the chief home of the 
flocks. Enter the railway and the great European food-stuffs 
demand. Promptly the Western farmer “forgot all about his 
little flock, and reverted to his first choice—the wheat, corn, pork, 
and beef” (p. 149). The Civil War artificially stimulated wool- 
growing in all districts. In °68 came a disastrous fall in wool 
prices—‘‘four million sheep were killed in that winter” (p. 201). 
Later fruit-growing drove most of the sheep out of California, 
and they have only rested, so to speak, in the arid plateaux of 
the Rocky Mouritain belt. Even there they are pressed by rival 
users for some +f the ranges and by that competition from the 
southern hemisphere which elicits the hint of a yet higher tariff. 

In hardly any case have there been revivals in deserted 
districts. I have often been struck by the amazingly small 
development of sheep-rearing as a part of general farming in the 
older States, and could wish that more had been said about this. 
As an economic justification we are reminded that “in the most 
progressive parts of Europe the number of sheep has steadily 
decreased in the same manner as in the older sections of the 
United States” (p. 320-1). Now so far as the United Kingdom 








584 THE ECONOMIC JOURNAL [DEC., 


is concerned, this is not the case, as Dr. Wright’s own tables 
partly show. There has never been anything at all comparable 
to the fall in New England and the Middle Atlantic States from 
4,000,000, the average for 1890-3, to 2,200,000, the average for 
1904-7 (p. 298). Taking the same averages for the United 
Kingdom, the fall was only from 32,600,000 to 29,100,000, and 
there has been a marked recovery since 1907. At no time since 
1870 has the number for four consecutive years averaged much 
over 33,000,000; and in 1880-3 it was lower than in 1904-7. 
Dr. Wright at times seems to assume that, as part of general 
farming, sheep-rearing must of necessity be on a small scale. 
Well, there are about twice as many sheep in Lincolnshire as in 
all New England, and most of the Lincolns are raised on 
“general” farms. 

No doubt the Yankee farmer knows his business. Perhaps 
the size of farms or the demand for dairy produce, on which Dr. 
Wright lays stress, offers a partial explanation. Yet with us a 
dairying county of rather small farms, like Cheshire, manages to 
keep about three times as many sheep as Massachusetts. A more 
fundamental cause, I take it, as Dr. Wright explains for an earlier 
period, is the old American dislike of “sheep meat,” which makes 
catering for the joint mutton-wool demand relatively unprofitable. 
But we learn without surprise that the mutton demand has grown 
steadily of late (p. 310-2), so perhaps we may shortly see a nearer 
approach to English farming methods in the East. There should 
be room for it, on the wool as well as on the mutton side, for 
increasing quantities of British wools have been going to the 
States of late years. Whether their exact qualities can be repro- 
duced over there I do not certainly know. That is the worst of 
wool. The characteristics that make it so unfit for grading and 
futures make it hard to argue about in the lump; hard, too, to tax 
scientifically. Of this last fact also there are plenty of illustra- 
tions in Dr. Wright’s exhaustive book. 

J. H. CLAPHAM 


Die Deutschen Getreidezélle. By L. Brentano. (Stuttgart & 
Berlin : Cotta. Pp. 67.) 


THE subject which is treated in this memorandum tests the 
general breadth and accuracy of an economist’s scholarship rather 
than his power of original research. So much work has been 
done upon the accessible material that we cannot expect any 
great extensions of knowledge. There is, however, room for an 
authoritative summary of established conclusions, and it is this, 
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apparently, at which Professor Brentano has aimed. The result 
is not altogether satisfactory. There is ample evidence of wide 
reading and intellectual agility, but we do not find that measure 
of lucid arrangement and exact thought which work of this kind 
peculiarly requires. 

The arrangement suffers from an attempt to interweave a 
history of the corn duties with an analysis of their effects, the 
result being that whilst analytical problems are taken up and 
dropped and resumed in bewildering fashion, we nowhere get 
the clear narrative of facts which would be most useful. The 
reader will not find it easy to discover from the narrative the 
exact dates at which the reductions made by Count Caprivi, or the 
increase made by the tariff law of 1902, came into operation, 
and he will have to piece together from different parts of the 
paper the author’s views on the incidence of the duties and 
other theoretical questions. On the analytical side we distinguish 
two chief problems. Firstly, that of the effect~of the duties on 
German agriculture ; secondly, that of the incidence of the duties. 
These problems are, of course, intertwined at several points, 
but they are sufficiently distinct for us to take them separately. 

(1) The Development of German Agriculture.—Professor 
Brentano shows conclusively that the duties have not made 
Germany independent of imported food, and are not likely to 
do so in the future. The German nation is becoming more and 
more urban and industrial, its standard of living is rising, the 
land available for agriculture cannot be increased in the future 
as it has been in the past, it is more likely to be diminished by 
the further spread of industry and the development of means of 
communication. Nor is it possible to obtain in Germany the same 
high product per acre as is obtained in England, for the protective 
system keeps inferior land under the plough. The discussion of 
the extent to which agriculture is benefited by the corn duties is 
less happy. The author attaches great importance to figures 
which show that 75 per cent. of landowners—t.e., all those with 
less than five hectares and some larger properties—consume more 
corn than they produce. The usual reply of protectionists to 
this line of attack, viz., that the corn duties are part of a general 
scheme, and that proprietors who are not benefited by them are 
benefited by duties on meat or dairy produce, does not seem to 
be known to him. He deals only with the claim that the duties 
which encourage the growth of corn benefit, indirectly, producers 
of meat, &c., by redueing domestic competition, since men are 
led to grow corn who would otherwise raise cattle. He dismisses 








586 THE ECONOMIC JOURNAL [DEC., 


this claim on the ground that high corn prices reduce the demand 
for meat, and increase the cost of producing it. Much more 
important than the problem of the effects of the corn duties, 
considered in isolation, is the question of the effects of the tariff 
as a whole upon agriculture. It seems to us at least arguable 
that the value of agricultural land generally has been raised by 
protection, and that small as well as large proprietors have been 
benefited. And, indeed, in another connection the author insists 
on the rapid rise in the value of agricultural land. It is, no doubt, 
true that the corn-growers gain more by protection than the meat- 
producers, just as in this country the corn-growers have suffered 
most under free trade. But when we concede this the question 
whether meat-producers gain or lose on balance remains un- 
determined. , 

Professor Brentano would, perhaps, have spoken with less 
assurance on this subject if he had not convinced himself that 
even to corn-growers protective duties are of no permanent use. 
His argument on this head is remarkable. He ascribes the 
inability of German corn-growers to meet foreign competition to 
the high price of land. But since, he tells us, the price of land 
is raised in proportion by every increase in the corn duties, it 
follows that no corn duties can, in the long run, enable German 
landowners to meet foreign competition. The answer to which 
is that since rent does not enter into the cost of production, the 
price of land is determind by the profits of agriculture, and 
cannot itself determine them.! 

(2) The Incidence of the Duties.—The reasoning on this 
problem is ill-arranged and, as it seems to us, often confused. 
Two distinct questions are raised: First, the extent to which 
German prices exceed prices in free trade areas; second, the 


1 This curious argument deserves full quotation. After showing that it is 
the price of land rather than wages or interest which disables the German corn- 
grower in competition with other countries, the author proceeds as follows, p. 22: 
‘Was aber ist der Zweck des Getreidezolls? Er soll den Getreidepreis 
steigern. In dem Masse, in dem dieser Zweck erreicht wird, steigt die Geldrente, 
welche der Boden abwirft. Der Minimalpreis des Bodens aber ist gleich der 
Geldrente die er abwirft, kapitalisiert mit dem herrschenden Zinsfusse-Ent- 
sprechend der gesteigerten Geldrente steigt also der Bodenwert . . . Die Folge der 
Getreidezolls der seinen Zweck, die Steigerung der Getreidepreiser, wirklich 
erreicht, ist also die Steigerung eben der Teils der Landwirtschaftlichen Produk- 
tionskosten, wegen denen Héhe das Inland mit dem Ausland nicht konkurrieren 
kann. Da der Getreidezoll das Verhiltnis des Bodenertrags zum Bodenwert nicht 
verindert hat, bleibt der Getreidebau nach wie vor unrentabel. Bleibt der Land- 
wirt, gleichviel ob Kiaufer oder Erbe, beim Getreidebau, so ist er notwendig alsbald 
wieder notleidend. Dann erschallt aufs neue der Ruf nach abermaliger Erhéhung 
des Getreidezolls, Und so geht es fort. Es ist eine Schraube ohne Ende.” 
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extent to which the exclusion of corn from Germany lowers prices 
in the world market. At the outset, the author admits that the 
excess of German over world prices does not decide the question 
of incidence : in later passages he seems to suggest that it does. 
The exposition is at least so far defective as to leave his opinion 
doubtful. 

The problem of détermining the extent to which world prices 
are lowered and German prices raised by the duties is attacked 
with the aid of a formula derived from Gregory King’s figures for 
the elasticity of the English demand for wheat at the close of the 
seventeenth century. On the assumption that Germany imported 
about one-sixth of its wheat, and that this one-sixth equalled 
one-fiftieth of the consumption of the rest of the world, it is 
calculated that import duties might raise prices 57 per cent. in 
Germany and reduce them by 4 per cent. in the world market. 
Although the authority of Tooke is quoted in support of Gregory 
King’s figures, we are not persuaded of the wisdom of attempting 
such a precise statement of the incidence of the duties. It is 
generally admitted that the elasticity of the English demand for 
wheat is not now what it was in Tooke’s day, even if it was then 
what it had been when Gregory King wrote. What justification 
is there for assuming that King’s tables give an accurate statement 
of the elasticity either of the German or of the world demand? In 
fact, this appeal to King suggests a very imperfect understanding 
of the theory of demand, and this suggestion is strengthened by 
what follows. ‘The slight reduction in the world price from 1 
to 0°96 would quickly come to an end,” we are told, because “the 
consumption per head of the non-German nations, which consume 
corn, is still capable of great increase.”! Has not precisely this 
capacity been allowed for already in limiting the fall of price in 
the world market to 4 per cent.? The cause which more probably 
might raise the price of corn to its former level, viz., limitation 
of supply, resulting from the smaller profits of farming or opening 
up new land, is not mentioned. The conclusion is that Germany 
must pay the whole duty. “The foreigners would have to bear a 
part of the duty only in the event of their being forced to sell 
corn in Germany in liquidation of pressing obligations.”! At 
this point we come to the apparent confusion between the problem 
of discovering the effect of the German duties on world prices 
and the problem of comparing German prices with those of the 
world market. The researches of Matlekovits, Lexis, and Conrad 
into corn prices in Germany and untaxed countries respectively, 
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showed that on the average German prices exceeded world market 
prices by less than the duties down to 1894. The conclusion has 
often been drawn, and seems to be accepted by Brentano, that 
foreign countries bore the balance of the duties. For this, 
however, the facts observed offer no warrant. If Germany lives 
part of the year on home supplies, or if part of Germany lives all 
the year or home supplies, average German prices may well be less 
than average world prices plus the duty. It does not follow that 
when Germany does buy from abroad the price is less than the 
world price plus the duty. We may, in a word, be certain that the 
value of imported corn when it is imported always exceeds the 
price in the world market by the amount of the duty. The 
problem is still to discover the extent, if any, to which world 
prices are reduced by the reduction in German demand. No 
statistics of the relation between average German and average 
world prices throw any light upon this problem. Such statistics 
are only of importance in calculating the total burden which 
rests on German consumers, for they do throw light upon the 
extent to which any rise that takes place in the price of imported 
corn is transmitted to home-grown corn. It is, of course, true 
that if the delivery of corn to Germany were controlled by a 
monopoly, the price charged to German importers might be 
lowered without the same concession being made to other buyers ; 
and something like this situation was, it seems, actually realised 
in the case of Russian rye. The Russian Government met 
the duties in some measure by reductions in the export freight 
rates on Russian railways, and, in so far as this was the case, 
the price of imported rye in Germany would, no doubt, have 
exceeded, by less than the duty, the price of rye within the 
Russian frontier, assuming that the reduction was limited to 
rye booked through to Germany. A writer who had really sure 
footing on the theoretical side would, we think, have given a 
detailed account of these Russian freight reductions. We should 
like to know exactly what reductions were made and at what 
times, also what is the evidence for supposing that they were 
solely attributable to the German duties. None of these points 
are dealt with in the memorandum.? 

We have room for only a few other remarks. On p. 19 the 
author refers to statistical evidence of the connection between 
fluctuations in crime and in corn prices. The statistics are 
quoted in the appendix.? It is at least conceivable that such 
statistics give an erroneous impression of the amount of crime 

Pad: 2 P. 60. 
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really due to protection. We may admit that temporary fluctua- 
tions of food prices away from their normal level produce con- 
siderable fluctuations in the number of crimes. It does not follow 
that if the normal level of food prices be changed permanently 
there will be a comparable change in the normal number of 
crimes. Morality has probably a certain power of adjusting itself 
to permanent changes in the standard of life. On the same 
page the author insists on the injury done by the corn duties to 
the producers of articles consumed by the masses, especially boots 
and clothing. This line of argument is hardly admissible, except 
in so far as alteration in the corn duties may have made the 
demand for boots and clothing irregular. ‘The politician who 
wishes to get corn duties abolished will, of course, persuade as 
many trades as possible that they will gain by the change. An 
economist ought to understand that when corn duties have been 
long established such gains will be of the nature of “unearned 
increment.” A sufficient account of the évil effécts of corn duties 
has been given when we have (a) determined the loss to the 
national dividend caused by diverting labour and capital from 
producing, ¢.g., boots and clothing to producing corn, and (b) 
analysed their effect on the distribution of this reduced dividend 
between rich and poor, workers and non-workers. One of the 
most interesting sections is the discussion’ of the importance of 
the duties to German national security. Several points are 
brought out which are not universally recognised. It is shown 
that German agriculture is enormously dependent at harvest time 
on Russian and Austrian labour, and that the difficulty of gather- 
ing the crops with this labour cut off and large German armies 
in the field would be considerable. 

We have purposely dwelt in the main upon what seem to us 
to be serious defects in this memorandum. The case which 
Professor Brentano had to present is a strong one, and the bulk 
of what he has written, as also the lengthy statistical appendices, 
offer much indisputable evidence that the corn duties are a great 
evil for the existing German people. We are not so hyper- 
critical as to blame the author for failing to discuss at length 
some of the arguments which appeal to the German agrarian 
economists. He could not, for instance, have dealt with the 
ethical and social opinions of Professor Wagner without exceed- 
ing the space to which he has limited himself. We are, however, 
justified in expecting rigidly exact thought from a writer who 
decides to avoid the more nebulous aspects of the controversy, and 
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to concentrate upon the issues which are, strictly speaking, 
scientific. It was with this expectation that we approached 
Professor Brentano’s work, and we confess to a certain measure 


of disappointment. 
H. O. MEREDITH 


Wertzuwachssteuer—Theorie und Praxis. By Dr. F. Lirscuitz, 
Privatdozent at Berne University. (Berne: Max Drechsel. 
1910. Pp. 32.) 


Tus slight essay hardly does justice to its subject. The 
theoretical side of the question of unearned increment taxation 
is treated very summarily, and the only practical experiments in 
this form of taxation here considered are those of Frankfort and 
Cologne. There is not a single reference to the British Budget 
Biil of 1909, now duly legalised, nor yet to the Imperial and 
State projects for taxing “increased values” which have been 
put forward in Germany. Dr. Lifschitz cordially approves 
of the public appropriation of a portion of the unearned incre- 
ment in land values in the form of taxation, and he welcomes 
this taxation as another proof of the overthrow of “Man- 
chestertum,” or the doctrine of laisser faire. Answering the 
objection that while real estate is being subjected to this tax the 
windfalls which are incidental to some forms of industrial and finan- 
cial enterprise escape, Dr. Lifschitz pleads that the monopolistic 
character of land justifies special treatment, though he is willing 
to impose an unearned increment tax on industry as well. To 
those who say that the tax is Socialistic, he replies that such a 
contention betrays loose thinking, and he invites them to take 
the trouble to understand what Socialism really means. If an 
unearned increment tax, which secures to the community a 
certain modest share of increased value due largely to social influ- 
ences, is Socialism, what shall be said of succession duties or 
progressive income taxes in their higher scales? Stating rather 
than discussing—with a cautious brevity—the question whether 
a tax of this kind is transferable from the seller (upon whom it 
always falls in the first instance) to the buyer of a property, 
the author takes a negative position, but convincing reasons are 
not given. . Of practical, administrative questions considered— 
again all too cursorily—the principal are: Should an unearned 
increment tax be “direct,” i.e., periodical, or “indirect,” i.e., 
incidental to property changing hands only; and should it be a 
State or a local tax? As to the former question, Dr. Lifschitz 
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advocates “direct” and “indirect” taxation conjointly, and as 
to the latter he prefers local administration, inasmuch as “local 
conditions would then receive more consideration.” It does not 
occur to the author that local conditions might, under such circum- 
stances, receive too much consideration, for which reason the 
principle of British unearned increment taxation seems thoroughly 
justified—State valuation and assessment, while the proceeds 
are divided between the community in toto and the local authori- 
ties. On the whole the essay cannot be said to add to our informa- 
tion. Apart from its incompleteness as a statement of facts, the 
theoretical treatment of the question is inadequate. Sometimes 
Dr. Lifschitz is much too dogmatic, but more often he is halting 
and undecided. 
WitLiaM Harsutt Dawson 


Das Hibenstocker Stickereigewerbe unter der Hinwirkung der 
Mode. By AuBert Rascw. (Tiibingen: H. Laupp. 1910. 
Pp. viit+166. Price 4 marks.) 


THE psychology of fashion has long been a favourite topic 
with social philosophers in their lighter moods, but the economic 
aspect of the question, the possibly far-reaching effects which 
fashion may produce in an industrial community, have not 
hitherto attracted much attention. The writer attacks the question 
with reference to the embroidery of Eibenstock, which is essen- 
tially an article of fashion. He describes the nature of the 
industry, and sketches the rise of the little mountain town, which 
numbered no more than 8,724 inhabitants at the time of writing. 
The “moment” in its history was undoubtedly the time which 
saw the introduction, and the rapid rise into popular favour, of 
the crinoline. This article involved a liberal use of flounces, 
frillings, laces, trimmings, and what not, the demand for which 
immediately rose to an unprecedented degree. Hibenstock made 
the most of the opportunity, and the invention of the “hand 
machine” in 1860 reacted on the demand by cheapening the 
finished product. The quantities demanded were enormous, and 
no very high standard was applied to the quality. The youthful 
industry conquered the market. 

In 1872 the tide turned. The crinoline, disappearing among 
the wealthier classes, persisted for a while among the poor and in 
remote country districts, but its day was doomed, and with its 
fall came the decline in the demand for the cheap trimmings of 
Eibenstock. From 1872-80 the industry went through a period 
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of terrible depression, from which it eventually emerged, maimed 
but still living. 

It is not to be supposed that fluctuations in fashion are the 
only dangers to which an industry such as that of Eibenstock is 
exposed, nor can all the chances and changes, all the evil moments 
which the town must live through, be attributed entirely to the 
never-ceasing search after new effects in personal adornment. 
Fashions as a rule do not change very brusquely. It is commonly 
supposed that the Parisian lady and her tailor exercise exclusive 
sway over the feminine garb of the civilised world. This, says 
the writer, is an error. The Paris tailor makes models: he 
cannot decide who will copy them. The popularisation of a mode 
depends on a variety of circumstances, among them the capability 
of existing industries to adapt themselves to the production of 
the article in sufficient quantities. The all-compelling crinoline, 
we imagine, must have been materially assisted in its victorious 
career by the ease with which the trade turned out vast quan- 
tities of worthless trimmings. A fashion, if circumstances are 
favourable, spreads to wider and wider circles of correspondingly 
diminished means. As regards the accessories of feminine 
clothing, such as the embroideries which Hibenstock produces, 
changes in fashion are usually chiefly a matter of detail, of 
design, pattern, &c. Here the industry can speedily adapt itself, 
and the necessity for such change produces in the working popula- 
tion qualities of energy and versatility which are valuable assets 
in an industrial town. Nevertheless, the dividing line between 
a change of fashion which merely requires recourse to fresh 
patterns, and a change which will throw an entire industry out 
of gear, is a very narrow one. 

There are, however, other dangers which have wrought more 
mischief than the whims of fashion. The little town has perma- 
nently to face the competition of better equipped, better trained, 
and better situated workers. These have successively deprived it 
of all its staple products. At the end of the ’seventies the under- 
linen industry had gone to Berlin, the embroidery had been 
depressed by Swiss and Saxon competition, and the international 
demand for trimmings soon showed itself a thing to be little relied 
on. None of these influences have any connection with fashion, 
while, on the other hand, the embroidered trimmings, which now 
form the main industry of the town, are very much at the mercy 
of changes in the popular taste. 

The industry is largely a “homework” one. The men who 
have saved enough to purchase a machine work in their own 
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homes helped by their wives and families, and with all the 
attendant evils, of which however the writer has very little to 
say. There is practically no organisation and very little effort 
at bettering either conditions or output. The best that can be 
said is that the climate is healthy, the workrooms good (the 
machine is large enough to require a separate room, and good 
light is essential), and that the people have learnt to hold their 
own and turn their means to the best account. 


H. REINHERZ 


Studien tiber die Entwickelung der Warenhduser in Deutschland. 


By Dr. Katue Lux. (Jena: Gustav Fischer. 1910. Pp. 
vi+ 208.) 


A STRIKING illustration of the tendency of modern times to 
undertakings on a large scale is seen in the development of the 
general stores, more especially in Germany, where the butcher, 
the baker, the candlestick-maker, all keenly feel the competition 
of the big concern round the corner. The subject is interesting in 
many ways, and Dr. Lux has collected a great deal of informa- 
tion on the general stores in Germany. Her method has been to 
send round questions to owners or directors, and when we 
remember the inherent tendency among such people to keep 
particulars of their business to themselves, it is astonishing to 
observe how much Dr. Lux has gleaned. 

She deals with the rise and growth of the stores, with the 
number, status, and pay of the employees, and considers at great 
length the supply and distribution of three commodities in 
particular—china ware, jams and pickles, books. The work is 
wholly descriptive ; and tells its story clearly and directly, fortified 
at every step by references. While a good deal of the book is 
taken up with conditions in Germany, one or two points suggest 
themselves by way of comparison with English conditions. Thus, 
for example, does the living-in system prevail in Germany? 
Apparently not. Or again, is it as true for this country as for 
Germany that by far the preponderating proportion of employees 
in the German stores are women? 

Where Dr. Lux considers the economic aspect of the stores, 
what she says applies generally. How the work is organised, how 
the commodities are produced and the prices fixed, the influence 
of stores on the production and consumption of a country, their 
advantages and disadvantages—all these points are carefully 
handled. The large number of tables in the appendix add to the 
value of the treatise. M. EPSTEIN 
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Kapital und Kapitalzins. By Pror. E. von BOHM BAWERK. 
Zweite Abtheilung. Positive Theorie des Kapitales. Dritte 
Auflage. Erster Halbband. (Innsbruck: Wagner. 1909.) 


At the end of twenty years the author of the History of the 
Notion of Capital, and of the Positive Theory of Capital, reviews 
his work in a preface to the third edition of the latter book, which 
is now to have two volumes. He has good cause for satisfaction 
with the results of his labours. He has not only worked out 
theories that have been recognised in many quarters as funda- 
mentally right, but he has virtually prescribed the lines on which 
discussion of the whole subject has been proceeding for the last 
twenty years among economists, and is still proceeding. Even 
if he had made no converts, this were a feat of which an author 
might well be proud. 

He is far too modest to pronounce the surveyed work “all 
very good,” but he retains most of the positions occupied in 1888. 
They were not occupied without abundant care and study and 
thought. He has taken opportunity at various times to defend 
them dialectically, outside of the solemn printed books of two 
or three hundred pages. His pen has been at work not only in 
German and in Austrian journals, but in English and American.} 

The results of those various discussions are garnered in this 
new edition; and the issue is a more thorough and patient 
examination of details than is quite agreeable to those readers, 
even economists, who prefer small books to large. But the author 
escapes the reproach of evading difficulties. There is none too 
small to be faced by him; and every loophole is stopped where 
he can stop it. He certainly does not “look a difficulty boldly in 
the face and pass on.” He allows himself to pass on only when 
the consideration has been, so far as he can make it, exhaustive. 
If he has erred in discursiveness, it is a failing that leans to 
virtue’s side. 

He found he could not be equally exhaustive in discussion of 
individual authors without producing a volume of intolerable 
length. But, even for discussion of the details of the main argu- 
ment, fulness makes more demands on the reader than the reader’s 
leisure will permit him to concede, if he happens to be a student of 
economics but not a professional or academical teacher thereof. 

In addition, therefore, to the two hundred pages of the book 
itself, we find nearly as many pages of Excursus, desirable reading 
but not essential. They are chiefly on the exact bearings on the 
main theory of the greater fruitfulness of longer as against shorter 

' See the publications reviewed in this Journal, June, 1900, and September, 1904. 
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ways of production, of invention, skilful selection, increased 
quantity of capital, set against longer ways of applying capital 
with shortening as result, and such topics as the relation of the 
main theory to the rehabilitations of the old Socialistic view that 
interest is defrauded labour. 

The main theory itself is retained. The value of present as 
against future goods is still of the essence of it. Concessions are 
made in detail to criticisms from various quarters, including the 
Editor of this Journal, Professor Wicksell, and Professor Irving 
Fisher (Pref., p. v). The campaign is not yet over; but, so far 
as it has yet proceeded, its battles are more fully recorded and 
described and studied in these pages than in any single volume 
elsewhere. ‘Almost every year new attempts are made to define 
the disputed notion [of capital] in a way that shall be final. As 
yet, unhappily, they have had no decided success. On the 
contrary, many of the attempts have only led to the appearance 
of more combatants on the field of battle and given fresh fuel 
to the strife” (22). 

JAMES BONAR 


Handbook of Practical Economics. By J. ScHRIJvERS. Trans- 
lated from the French by F. M. Capes. (London: Sands 
and Co. 1910.) 


THERE is room in the literature of political economy for a 
treatise written with the hard syllogistic exactness of a scholastic 
text-book. It would not be at all amiss that clearly defined and 
unchanging meaning should be affixed to such terms as wealth, 
capital, labour, industrial freedom, and that the reasoning in 
which such terms are employed should be cast in the rigid forms 
employed by the scholastic disputants. But for such advantages 
we should look to the trained theologian, and it is doubtful whether 
men whose training has been theological are best fitted to discuss 
the issues with which political economy deals. This reflection 
will occur at once to the reader of M. Schrijvers’ book. He is 
everywhere concerned for the ethical and religious interests 
connected with the questions which he treats; and though he 
admits, at the outset, that political economy has its own subject 
matter and its own methoas—which are not those either of ethics 
or of theology—he too easily forgets the distinction on which he 
has insisted. He disapproves of Liberatore’s view that economic 
science is not distinct from the science of morals, but at every 
turn he lays himself open to a reproach of much the same kind. 
To take an example: what are we to say to this statement :— 
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“The formation of capital is entirely due to renunciation, and this 
is not taught practically—still less efficaciously—except by the 
Church”? We have heard the formation of capital ascribed to 
“saving” and to “waiting,” but the use of the term “renuncia- 
tion” in this connexion is a novelty and not a happy one. To 
talk of Mr. John D. Rockefeller practising “renunciation” in the 
amassing of capital is to credit that gentleman with a disposi- 
tion of soul of which he is hardly conscious. Men do not 
“renounce” wealth or the satisfaction which wealth brings when 
they store up capital ; they are striving for more than they already 
possess. Renunciation, as taught by the Church, is a moral virtue ; 
nobody, we may be assured, would be more surprised than the 
great capitalists to learn that their accumulations were an evidence 
of the practice of Christian virtue in an eminent degree. Again, 
was there no formation of capital antecedently to the founding of 
the Church? Did men not learn—practically and efficaciously— 
to adopt the practice, be it of “renunciation ” or other disposition 
of mind, which utilises wealth produced for the acquisition of fur- 
ther wealth? And is this not done at the present time in countries 
where the Church has not the opportunity of teaching ‘“‘renuncia- 
tion”? Religion has, no doubt, its relations with economics, just 
as it has its relations with law, medicine, and politics. But the 
basis—the data—of the science of economics is furnished by 
Nature—human nature included—as completely as is the basis of 
the other sciences. To exaggerate the place of religion in the 
relations referred to is not a service either to religion or economics. 

The view above criticised is, we may safely hold, an exaggera- 
tion; so, too, is the following :—‘“ Association, if it is to be 
powerful—and, still more, desirable—must have religion as its 
basis.” Scholastic philosophy insists on the Aristotelian axiom 
that man is a “social animal.” If this principle be admitted, we 
are forced to conclude that association is a natural necessity of 
human nature. It is the associative tendency with which Nature 
endows man that the economist has to do with, and which for 
him works itself out in the various forms and details of organised 
industry. Religion may sanctify such organisation—as it may 
sanctify any other human activity—but religion is not the founda- 
tion of association, any more than it is the foundation of the 
marriage which it blesses. 

As might have been expected, the author gives a large place 
to the discussion of Socialism. The chapter on this subject is 
one of the best in his book, though the sketch of Marx’s theories 
is defective, and the difference between “State Socialism” and 
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“Socialism of the Chair” not clearly discernible as put by him. 
To his strictly economic teachings exception might frequently be 
taken. His definition of capital as “‘an economic good destined to be 
the instrument of a fresh production” has its obvious difficulties. 
The proposition that “division of labour presupposes direction by 
a single head ” is still more questionable. Even in his application 
of scholastic conceptions to economics he lays himself open to 
criticism. Discussing the production of wealth he mentions three 
causes as concurring to the result: the material cause, Nature; 
the formal cause, Labour; and the instrumental cause, Capital. 
From this enumeration we miss what we should have thought 
the most important, namely, the efficient cause. But, surely, 
labour is that cause; and it is a misuse of scholastic terms to 
describe it as the formal cause. Here and there the author’s 
meaning is not obvious, but this may be due to the translation, 
which is not, one is inclined to think, the work of an economist. 
T. A. FINLAY 


Principes de la Politique Régulatrice des Changes. By M. 
ANSIAUX (Instituts Solvay). (Brussels: Misch & Thron. 
Pp. 259.) 


THE author, who is a Professor at the University of Brussels, 
discusses foreign Exchanges and the problem of protecting the 
bank reserves, mainly with a view to showing that these things 
cannot be left to settle themselves, but call for a politique 
régulatrice. He has much to say against what he conceives to 
be a classical doctrine of laissez-faire as applied to the foreign 
Exchanges, a doctrine the application of which is supposed to be 
typified by the refusal of the Bank of England in the early half 
of the nineteenth century to regard itself as bound to maintain 
the national gold reserve. It would be perhaps difficult at this 
date to point to any recognised English authority on questions of 
banking who does not accept the view that the maintenance of 
the gold reserve is a matter requiring more attention from the 
State than the maintenance of an adequate supply of hardware, 
or even of corn. One feels that in his anxiety to insist upon 
the need for a politique régulatrice, the author goes too far in 
sharpening up contrasts between the view which he is advocating 
and that which he is anxious to attribute to the “classical school,” 
and even to their descendants. Like so many Continental writers 
he insists on attributing to them a wooden-headed belief that 
everything will be for the best if everyone will pursue his own 
obvious immediate interest in the most shortsighted way. Thus 
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it is a pure misuse of words to interpret the maxim laissez-faire 
as an injunction to bankers to do nothing when threatened with 
a run on their reserves. 

On the other hand, the contrasted policy of régulatrice 
politique is interpreted in a way which covers rather more than 
an English reader would expect. When the Bank of England 
raises the discount rate and has to make the rate effective by 
borrowing the surplus supplies of money, the operation is 
described as politique because the bank is not simply recog- 
nising the existence of an increased rate forced upon it by circum- 
stances, but is pursuing a policy involving deliberation and fore- 
sight. This hardly seems sufficient reason for using the word 
politique, but the author does, as a matter of fact, find a better 
justification for the word in the fact that the bank, when it takes 
this course, is doing something which could not be done if it 
had not an exceptional position in the money market. 

Another attack on the “classical school” is found in the chapter 
dealing with the theory of international trade, which the author 
seeks to demolish by arguing that an export of gold does not lower 
prices, as things are now, such exports being too small to affect 
seriously the quantity of effective ““money.” But the argument 
apparently is merely that exports of a million or two in gold 
would have no effect on prices if the bank refrained from raising 
the rate of discount. 

It is not disputed that a rise in the discount rate lowers prices, 
but M. Ansiaux would say that the export of gold does not 
necessitate a lowering of prices, because the bank is not compelled, 
or, at least, is not always compelled, to raise its rate in these 
circumstances, but does so of choice. That the bank does so act 
is, however, all that the theory of international trade requires. 

The accepted method of meeting a threatened excessive 
drainage of gold by raising the rate of discount involves incon- 
venience to purely internal trade, and a lowering of prices. The 
much discussed question to which M. Ansiaux seeks to find a 
solution is whether it is not possible to find a means of dealing 
with the foreign Exchanges without disturbing the domestic 
standard of values, or at least without such frequent disturbances 
as are actually experienced. The practices of all the leading and 
some of the minor European countries are discussed in a very 
penetrating and interesting manner, and the discussion of the 
problem of foreign Exchanges in countries having paper currencies 
is also characterised by clearness of insight. The author makes 
out a very good case for his contention that the depreciation of 
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inconvertible paper currencies is the result more frequently of 
unfavourable foreign trade balances than of wilful over-issue. In 
fact the country with an inconvertible paper currency, prudently 
managed, can realise the ideal of a stable standard of domestic 
values, but at the cost of a very troublesome state of fluctuation 
in the exchange value of its paper for purposes of foreign trade. 
But the author does not recommend a return to paper currencies, 
and the upshot seems to be that there is no real “solution” of 
the problem. 

There is much interesting discussion of the position of practices 
of the leading banks, leaving the impression that some further 
developments are required in the British system. The author 
seems rather to favour the idea of entrusting the maintenance of 
the reserve to an association of banks under government super- 
vision, as such an association could take steps to avoid severe 
calls on the gold reserves in a manner impossible under a régime 
of free competition. ; . 

Belgium, in which M. Ansiaux is naturally interested in a 
special degree, suffers the inconvenience of a frequent unfavour- 
able rate of exchanges, and has adopted, for protection of its gold 
reserves, an exaggeration of the French policy, which the author 
condemns. The policy of the Bank of France in charging a 
premium for gold required for export works tolerably, says the 
author, only because the exchanges are normally in favour of 
France, and the hindrances to gold exports are, therefore, of only 
temporary importance. Belgium is quite differently situated, and 
her policy almost amounts to an inconvertible paper currency 
system. The author comes finally, therefore, to a discussion of 
correctijs eaxtra-monétaires de la balance des comptes—such 
as encouragement of the use of capital at home instead of in 
foreign investments, in particular, the development of a national 
shipping industry. Discouragement of certain foreign enter- 
prises, such as insurance companies, which take money out of the 
country, is also suggested. There appears to be some confusion 
of thought in this part of the book, because the investment of 
Belgian capital abroad, though tending to make the Exchanges 
unfavourable for a time, brings in interest or dividends sub- 
sequently ; and foreign enterprises in Belgium imply, presumably, 
in the first instance, bringing foreign money into the country. 
The author does not seem to be unaware of the fact that these 
things cut both ways, but he does not make it very clear. He is 
at his best in the other sections of the book, which are quite 
interesting and repay study. C. F. BICKERDIKE 








600 THE ECONOMIC JOURNAL [DEC., 


Les Abonnements d’Ouvriers sur les lignes de Chemins de Fer 
Belges et leurs Effets Sociauz. By Ernest Manali. 
(Brussels : Misch & Thron. Pp. 259.) 


OnE of the most striking features of modern life is the extent 
to which railway travel has entered into the life of the people. 
There are few who do not make a journey in a train in the course 
of a year, and many who travel frequently. For pleasure, cheap 
excursion trains are largely used by the working classes, whilst 
workmen’s trains take them to and from their work at low fares. 
Extensive as this travel has become, it has received little atten- 
tion at the hands of economic writers. 

Some five years ago Professor Mahaim commenced to investi- 
gate the use made of the cheap railway tickets for workmen in 
Belgium, and the immediate outcome was a paper! read before 
the British Association at the York Meeting in 1906. The 
inquiries which preceded that paper have been followed by 
further extensive investigations, and the results of the whole 
series have been embodied in the substantial volume now under 
review. 

Belgium presented a peculiarly suitable country in which to 
begin the investigation of workmen’s travel. In no country in 
the world is the regular travel of workmen “so relatively large, 
so cheap, and so intensive.” Professor Mahaim has, however, 
been handicapped by the lack of adequate official statistics of the 
State railways and by the relative backwardness of the privately- 
owned railways in following the lead of the State railways in 
the matter of workmen’s tickets. In consequence the statistics 
on which his conclusions rest frequently cover only short periods 
of time, and relate to selected places and areas. Great care has 
been taken in selecting times and places so as to make them as 
representative as possible. 

In contrast with the practice in this country, in Belgium 
great care is taken to ensure that the tickets are only used by 
genuine workmen. Further, the definition of workmen is so 
restricted that even tramway conductors are excluded on the 
ground that their work is not “essentially manual.” In spite 
of these strict limitations, it is computed that some 20 per cent. 
of the workmen make use of the workmen’s tickets; whilst the 
passengers holding these tickets represent some 42 per cent. of 
the total number of passengers. 

In studying the figures recording year by year the amount of 


} Subsequently published in the Royal Economic Journal, December, 1906, 
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workmen's travel, it is necessary to bear in mind that the regula- 
tions have been altered from time to time. Fares have been 
reduced, the limit of distance for which tickets are issued has 
been increased by stages from 20 to 100 kilometres, and the 
State railway system has been extended by the absorption of 
private railways as well as by the construction of additional lines. 
Keeping these points in view, it is found that the amount of 
workmen’s travel clearly marks years of industrial crisis. Thus 
in the years 1901 and 1908 we find the workmen’s journeys 
actually declined. Investigation, however, showed no clearly 
defined monthly or seasonal variations. 

As might be anticipated, tickets for six or seven journeys per 
week are not issued in large quantities at stations where the 
tickets for one journey per week are numerous. It is the excep- 
tion to find the workman travelling daily for long distances; 
whilst, equally, the workman with his home a few kilometres 
only from his work rarely takes a ticket for one journey per week. 

Further, the travel is not all to, or all from, a place. There 
is frequently an exchange of workers—the skilled for the un- 
skilled, the worker in one trade for the worker in another. Some 
towns actually send out more than they attract from the country 
and other towns. This output from towns is partially due to 
employers carrying out work at a distance wholly with their 
regular staff. A builder, for instance, who has obtained a contract 
at a distance, instead of sending a foreman and one or two 
specially skilled men to the job and obtaining the rest of the 
workmen locally, will send practically all the men necessary, 
workmen’s tickets being used. The greater efficiency with which 
the work is executed is more than sufficient to cover the low cost 
of the travelling. 

As the passengers holding workmen’s tickets constitute some 
42 per cent. of the total, the question of the tickets being remu- 
nerative to the railways, or the reverse, is an important one. No 
categorical answer is given, but Professor Mahaim expresses an 
opinion that no loss is incurred. If it could be shown that lines 
and stations would be practically as they are if the extra 
passengers induced by the workmen’s tickets were non-existent, 
then the opinion is probably correct. This supposition is, 
however, hardly possible, and there is grave room to doubt 
whether the profits arising from the tickets is sufficient to 
remunerate the capital expended purely in consequence of the 
workmen’s travel. As the railways are mainly owned by the 
State the point is of less importance than it is in this country, 
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since, if on the whole the community gains, the loss is also borne 
by the community and not by a selected body of shareholders. 

The exodus of the rural workers to the industrial districts is 
found to take place in Belgium as in other countries, and it has 
been alleged that the workmen’s tickets have accelerated the 
movement. There is good reason, however, to think the reverse 
is the case. To some extent travel with workmen’s tickets is an 
alternative to seasonal migration or permanent emigration to the 
towns. Once there has been emigration return to the country is 
difficult. So long, however, as the worker lives in the country 
he has an attachment there, and, if work fails in the towns, he 
will, in many cases, seek work in the country near his home. 
Moreover, the high proportion of towns in Belgium of from 5,000 
to 20,000 inhabitants, and the comparative absence of the huge 
aggregations of population to be found in England and Germany, 
for instance, point to a greater dispersion of the population. This 
Professor Mahaim attributes to the extensive use of workmen’s 
tickets. A most desirable outcome of this dispersion is seen in 
the comparative absence of overcrowding in the workmen’s 
dwellings, a matter which has claimed much attention in other 
countries. 

As regards wages, the tendency seems to be in the direction 
of a general levelling. Wages in the towns are lowered by the 
ease with which workers can come in from the country, whilst 
wages in the country districts are raised. At the same time 
wages are not subject to such large fluctuations between seasons 
of prosperity and adversity. The army of industrial workers is 
more readily increased when trade is booming; in fact, at such 
times firms send agents into the country districts to recruit 
workers. The success of the agents would be much less marked 
if emigration to the town were necessary. The tendency is in the 
direction of making the market for labour co-extensive with the 
country, to make the movement of labour from place to place as 
work moves as easy as possible. This increase in the mobility of 
labour must be reckoned as a great gain. 

The matter cannot, however, be left here. What effect has 
this movement to and fro on the character and health of the 
worker and his family? As regards the worker, there is good and 
bad. The working-day is lengthened by the time spent on the 
journey, and this means additional fatigue. This is comparatively 
small when the journey is short ; and the majority of the journeys 
are short since the average length is barely 19 kilometres. When, 
however, the distance is considerable, daily travelling is most 
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undesirable, as it wears out the worker when still young. The 
advantages of sleeping and spending the holidays in good country 
air, and of the gardens attached to the country cottages, only 
need mention. To the wife and family they are boons, which 
make for a strong and healthy race. The most serious evil seems 
to be drink. Factories, shops, &c., do not start work at the 
same hour, and some workers must travel by trains which arrive 
an hour or more before the workshop opens. The time is too 
apt to be spent in the café. Exactly the same trouble is to be 
noticed in London and other places where cheap workmen’s 
tickets are used. It seems difficult to devise efficient remedies. 

The workers travelling once a week must lodge. The 
workmen’s lodgings in Belgium, it appears, are not as a rule 
good. ‘They are frequently overcrowded. Often they are attached 
to places where drink can be obtained. All too frequently the 
worker falls a victim to drink, immorality, and disease. It would 
seem as though the question of workmen’s lodgings requires a 
thorough investigation. The advantages of the long-distance 
workmen’s tickets are too great for anyone to advocate their 
abolition on this ground. 

We must not omit to notice the very low rents which workmen 
in Belgium pay for their houses. It is true the rents are lower 
absolutely than when considered in conjunction with wages. Still, 
however they are looked at, they are low. Amongst others, two 
causes contribute largely to this. The first, the absence of very 
large towns in Belgium, in spite of the great average density of 
population. The second is the residence of a great number of the 
workers in the country. Both these seem to be a direct outcome 
of the Belgian system of workmen’s tickets. In this connection 
the influence of the tickets on the ownership of their houses by 
the workers may be noticed. The great objection to workmen 
buying their houses is that the ownership tends to fix the work- 
man to a place. His mobility is impaired. The general system 
of workmen’s tickets as it exists in Belgium certainly modifies, 
if it does not wholly remove, the objection. 

Throughout the figures and records are given on which con- 
clusions are based, and the book also contains numerous maps 
and diagrams. 

Professor Mahaim has carried out an investigation of great 
importance, and its results are worthy of study, not only by those 
interested in railways, but even more by those interested in the 
question of the congestion of population in our large towns. What 
has been done in Belgium could not, perhaps, be done in any 
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country in which the railways are not State-owned without the 
railways being subsidised. Railway managers in this country, for 
instance, are almost unanimously of the opinion that workmen’s 
tickets to-day entail a loss on the railways. If the fares were 
reduced to anything like the Belgian level, and the availability 
of the tickets extended over the whole of the railways, it would 
be manifestly unjust to saddle the railway proprietors with the 


cost. 
W. T. STEPHENSON 


Standards of Reasonableness in Local Freight Discriminations. 
By Joun Maurice Crark. (Columbia University Studies.) 
(New York : Columbia University. 1910. Pp. 155.) 


In his search for a standard of reasonableness, Mr. Clark has 
retouched the theories of economists and reviewed the decisions 
of tribunals. We shall briefly notice some out of the many topics 
on which he has shed new light. 

With reference to the law of cost pertaining to railways, Mr. 
Clark well exhibits the connection between joint cost and 
discrimination. In his definition of joint cost he follows in the 
main Professor Marshall; while he entertains the question which 
has exercised American economists, “whether it is proper to 
apply the law of joint cost to a plant producing a homogeneous 
output as well as to one whose output is of several kinds” 
(p. 28). The cognate concept of “special” or prime cost is well 
presented ; its relation to the magnitude of the object to which 
the term is applied has seldom, if ever, been so clearly stated. 


“When one relates the term ‘ special cost ’ to a definite increment 
of traffic, one finds that it spreads into more and more kinds of 
expense in proportion as the traffic increment is increased in size ” 


(p. 33). 
“Tf a traffic manager has under consideration a rate, an inter-related 


schedule of rates, or a rate policy, that affects large volumes of 
traffic, he must consider, as the special cost of the traffic he is 
valuing, a large share of items usually classed as general or constant ” 


(p. 35). 
So the special cost of an aggregate of numerous services is not 
the sum of the special costs of each (p. 37 et passim). 

Does cost, when properly interpreted so as to include general 
expenses, afford the ideal standard for apportioning railway rates? 
To carry out this idea we might add to the cost of operation, 
varying with the distance over which a commodity (of an 
assigned class) is hauled, a sort of tax which would not vary with 
the distance. This tax would have to be supplemented by an 
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equal tax—a sort of excise—on goods sold in places which have 
access to railway carriage, when those goods have not been 
carried on a railway. Otherwise we should be protecting local 
producers against others in the neighbourhood who might be more 
efficient, and so violating the principle which underlies the 
proposed ideal : that each producer should get the benefit of his 
“natural” advantages. The writer admits that such a scheme 
is “fantastically unlike anything we are likely to see.” But he 
seems to think that the difficulty of apportioning the general 
cost, which constitutes the “vitiating element” of such a scheme, 
is reduced when we consider large units of traffic of which the 
“special” cost, as above explained, includes a considerable share 
of the general expenses. 

Instead of the cost of a service to the railway, may we take 
as our standard the value of the service to the shippers? In this 
connection it is well observed by Mr. Clark :— 

“The value of any service may then be defintd as that charge 
which will in the long run bring in, over and above the special 
cost of the traffic involved, the greatest clear return possible ” (p. 55). 

This canon of monopoly is not to be identified, as some eminent 
writers have conceived, with the principle of “equality of sacri- 
fice’ in taxation. 


“There might be between railroad self-interest and truly ‘ equitable 
concession ’ as wide a difference as that between ancient systems 
of taxation, aiming only at the largest obtainable revenue, and a 
modern system intelligently based on the tax-bearers’ ability to 


pay ” (p. 64). 

The inappropriateness of the term “sacrifice” in the sense in 
which it is applied to taxation is thus further argued :— 

Who are the payers of rates, and in what sense are their sacrifices 
equalised? In what sense can we speak of their sacrifices at all? 
If a transportation service involved a true sacrifice it would never 
be made (p. 65). 

The doctrine applied to discriminate in favour of the weaker 
producers might lead to the perpetuation of the economically 
unfit (p. 66). 

Will competition suffice to secure reasonable rates? Not 
desperate war between railways ; not the “semimonopolistic truces 
of an anomalous competition ” (pp. 42, 72). More may be hoped 
from what has been called “competition between markets” ; the 
relation between two railway-systems serving respectively two 
territories which compete against each other for the supply of a 
neutral market. In this case the interest of the railway is largely 
identified with that of its customers. 
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“To keep themselves in business they [the carriers] must keep 
producers in business in their territory, and keep the business of 
these producers up to a maximum volume.” 

Still, even in this case the railroads may wield the power of 
monopoly injuriously. It may be good tactics to favour a large 
firm ; in the words of a railway official, “to give one hustler a 
special rate and let him scoop the business” (p. 71, and ef. p. 21). 

From economic theories we turn to the decisions of tribunals : 
the principles of common law as interpreted by the courts, the 
various State and Federal statutes, and the ruling of the Inter- 
state Commerce Commission. In his search for a standard of 
reasonableness, Mr. Clark examines an immense mass of 
American judgments and precedents; some of them familiar to 
students of Professor Ripley’s valuable compilation of documents 
relating to Railway Problems, many of them less accessible to 
the English reader. The results of this elaborate review are thus 
summed up by the author :— 

“The central [standard] is that of comparative cost; modified 
towards conservatism, especially in the courts, by consideration of 
established interests; slightly modified by the ‘ infant section ’ 
[perhaps a misprint for ‘ infant industry ’] idea; and imperceptibly, 
if at all, by the standard of symmetrical development [as to which 
standard see pp. 127-8]; but modified most of all by necessary 
concession to the practices which must needs go with private com- 
petitive rate-making, especially that of making ‘ blanket rates’ or 
others which ‘ just meet ’ competition over a wide area ’’ (p. 135). 

Mr. Clark applies his principles to the construction of an 
American distance-tariff not ineffectively. But his principal 
success consists not so much in the solution of practical problems, 
as in his clear statement of the issues and elucidation of the 
principles involved. He has done for the standard of reasonable- 
ness in railway rates something like what Sidgwick did for the 
standard of reasonableness in moral conduct. To have improved 
by philosophical criticism a department of political economy in 
which his countrymen already excelled is no slight achievement 
for a young author. Mr. Clark, inheriting a name distinguished 
in economic literature, has added to it new lustre. 

F. Y. EDGEWORTH 


The Conservation of Natural Resources in the United States. By 
C. R. Van Hise. (New York: The Macmillan Co. Pp. 415.) 


THis book aims at bringing together in a moderate space the 
main facts as to available resources and rate of consumption of 
the principal minerals and forest products of the United States, 
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with some account of the principal sources cf waste in present 
methods of extraction and use. The directions in which 
economies seem likely to be found are also dealt with, and 
numerous suggestions made for action by the State to prevent 
the too rapid consumption of irreplaceable commodities. The 
field covered is so wide that the author does not profess to have 
expert knowledge of all the problems, but hopes that the volume 
may be of use in enabling intelligent citizens to realise the 
importance of the subject. The book contains a number of photo- 
graphs, statistical tables and charts. The author is a whole- 
hearted advocate of State action to prevent waste, but details 
and difficulties are hardly discussed. ‘“Exportation of oil should 
be prohibited” (p. 359); “beehive ovens should be abolished” 
(p. 359), and so on. 
C. F. BICcKERDIKE 


Political Economy: A Handbook of Economics and Public 
Finance for Egyptian Students. By Joun Topp, B.L., 
Lecturer in the Khedivial School of Law, Cairo. (Edinburgh 
and Glasgow: Wm. Hodge & Co. 1910.) 


Mr. Topp’s preliminary remarks on the definition and method 
of the science of economics seem to us to incur a number of 
objections, as being inconsistent in themselves and ill-fitted to 
introduce the subject to the youth of Egypt. But he is not 
unsuccessful in the presentation of economic science to his 
students by the alternate handling of European and Egyptian 
problems. He is at his best as a practical economist, dealing 
not merely with motives but with economic data and 
economic relations. On the subject of free trade he is lucid and 
reasonable, explaining the subject for Egypt in a simple and 
convincing way. Incidentally, he reveals (p. 347) a fact not 
generally known, that in 1909 the Egyptian Government made 
the experiment of suspending the excise duty on cotton manu- 
factures for a term of five years. As regards Egyptian interests, 
he is intelligently alert, and any reader may acquire from his 
work a good insight into the conditions of the cotton-producing 
industry, and the main aspects of international trade there. 

On only one point of practical economic doctrine does Mr. 
Todd seem to the present reviewer to incur serious objection. 
It is his handling of the population question. He writes that the 
theory of Malthus “‘is as true as ever, but now it must be applied, 
not to any single country, but to the world as a whole.” arguing 
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that since England no longer depends upon her own food supplies, 
the theory has lost its practical application. ‘Malthus could not 
foresee that, by the introduction of steamships, she would be 
able to draw her food supplies from the farthest parts of the 
world.” Mr. Todd has misconceived the problem. Malthus 
actually saw foreign food imported into England, checked only 
by an import duty; and his position remained unchanged. To 
say, as Mr. Todd does, that the theory remains true, but that it 
has no practical application till “the whole area of the earth’s 
surface is fully occupied by man,” is only to reiterate the old 
fallacies of those who never grasped the theory at all. Even on 
the assumption that subsistence can be increased more easily for 
the people of any country by an exchange of their manufactures 
with other countries which have advantages for food production, 
the Malthusian law would still stand, that population, under 
“natural” conditions, “tends to increase faster than subsistence.” 
What Mr. Todd should have told his students is that in many 
countries control of population is so far being approached that 
the birth-rate is much lower than formerly, and that thus the 
divergence between gross population and food-supply is lessened, 
and the loss of child-life through deficient means of subsistence 
is in process of reduction. But great divergence there still is; 
and even if that should disappear there will remain both the 
truth of the theory and the practical application in terms of the 
needed control. 

In this connection Mr. Todd writes (p. 66) that the rate of 
increase in Egypt “has now probably passed its maximum, as 
there is a marked tendency among the upper classes to postpone 
the age of marriage and to abandon polygamy.” The statement 
is interesting, but the suggestion that polygamy tends to a rapid 
increase of population is open to grave question. As his words 
imply, it is (as if must be) relatively much less common among 
the poor than among the rich at all times, and the birth-rate 
among the poor in Egypt is high, like the death-rate. Readers 
interested in Egypt will note Mr. Todd’s statement that “the 
standard of living among the working classes is exceedingly low ; 
indeed, the general conditions of life among the fellaheen are 
such as only the climate could make tolerable.” His book, 
further, is honourably free from the normal racial boasting about 
the marvels wrought by the British control. 

J. M. ROBERTSON 
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Das Englische Bankwesen. By Epaar Jarri. Second revised 
edition. (Leipzig: Dunckler & Humblot. Pp. 370.) 


AmonGstT all economical subjects, there are very few which 
have attracted so much the attention of students of political 
economy as the banking system of Great Britain. This can 
easily be explained by the important position occupied, as 
Clearing House of the nations, by the Bank of England, which 
weekly statements are the barometer for the international money 
market, the guide which enables international trade to form an 
opinion of the monetary situation, and by the great services which 
this institution, and other British banks, have rendered and 
continue to render to British trade. 

But although many books have been published on English 
banking by students in England and abroad, no one has studied 
so carefully the organisation of the Bank of England, and its 
relation to the English and international money market, as Mr. 
Edgar Jaffé. His work, Das Englische Bankwesen, of which he 
publishes a second and revised edition, ought to be read and 
studied by everyone who takes an interest in the working of 
Great Britain’s foremost banking institutions, and in the way 
an immense business is handled by these institutions and their 
branches, by those in Scotland and Ireland, and by the numerous 
Colonial and foreign banks established on the London market. 

Besides, Mr. Jaffé gives useful information concerning the 
working of the bill brokers and stock brokers, the way the banks 
contribute to the development of trade and industry, the discount 
and gold policy, and the reserve held by the Bank of England. 
In a word, his book is full of interesting facts and worth reading, 
especially at a moment when the question of strengthening the 
gold reserves of the country, which was already discussed at the 
meetings of the Association of Chambers of Commerce in Cardiff 
and Leeds, and will be discussed again at the March meeting to 


be held in London, is coming more and more to the front. 
C. RoZENRAAD 


Life in an English Village. An Economic and Historical Survey 
of the Parish of Corsley, in Wiltshire. By M. F. Daviess. 
(London: T. Fisher Unwin. 1909. Pp. xiii+319. Price 
10s. 6d. net.) 

Tuis book appears to mark a new departure in sociological 
investigation, at any rate when we consider the scale upon which 
it has been carried out. Miss Davies’s object has been to investi- 
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gate and describe in detail a single village and the life of its 
inhabitants. She has thus carried out an intensive application 
of the methods by which Mr. Booth and Mr. Rowntree investi- 
gated London and York. Indeed, she follows very closely those 
of the latter, and applies to the eight or nine hundred inhabitants 
of Corsley the tests and criteria which he utilised for the popula- 
tion of York. The work, which has been admirably done, is 
typical of the aims of modern sociology, which endeavours above 
all things to get knowledge, and seeks to know before it 
attempts to reform. Indeed, were it possible to apply this method 
to every other parish in England, and also to cover completely 
the more well-to-do classes, which circumstances have put beyond 
Miss Davies’s power, we should be near possessing a complete 
inventory of the material conditions and resources of every family 
in the kingdom. In any case it is an immense advantage to 
possess this knowledge of a particular village. 

To her task Miss Davies has brought many admirable qualifi- 
cations. To a knowledge of, and sympathy with, the people, 
brought by twelve years’ residence in the neighbourhood, she has 
added considerable acquaintance with urban conditions, a grasp 
of economic principles and of historical facts. This last has 
enabled her to deal effectively with the past history of Corsley 
in Part I. of her book. The parish, which is a peculiarly 
straggling one, is described in the opening chapter. Like so 
many other parts of agricultural England, Corsley was profoundly 
influenced by the Reformation, and perhaps the earliest important 
event in its history was the unification which it underwent at 
this time at the hands of a certain Sir John Thynne. It was 
afterwards to develop a flourishing cloth industry, of which Wilt- 
shire had long been the centre; but this was only at a compara- 
tively late date, as no traces of it can be found prior to the 
Civil Wars. The result of these, and of the consequent disturb- 
ance to trade, was that manufacturers transplanted some of their 
trade to the more peaceful country districts, and by this tendency 
Corsley profited. From 1760 to 1837 the parish underwent a 
rapid development, the population reaching a maximum of 1,621 
in 1840, from which number it had sunk to 824 at the last census. 
In dealing with this period Miss Davies devotes separate chapters 
to Industry and Agriculture, the House Famine, the Religious 
Revival, and the Old Poor Law. The decline of the nineteenth 
century was the result of the decay both of industry and «gricul- 
ture. Lack of demand for female labour has been driving the 
younger women into the town, to be followed by the younger 
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men. A more favourable tendency has been that towards the 
system of small holdings—a reversion to older methods—to which 
the rich sandy soil is peculiarly appropriate. 

But it is in the second portion of the book that its main 
interest and merit lies; and Miss Davies must be congratulated 
on her great capacity for obtaining information, as evidenced by 
the very extensive list of questions which were addressed to each 
household, as well as the numerous family budgets. First of all 
there is an analysis by trades, describing shortly the wages earned 
and the conditions obtaining in each; but the treatment of 
general industrial conditions, apart from wages and earnings, is 
not very full. A short chapter on Housing is next given, and 
then comes what is the best part of the book, an analysis of 
the population in relation to poverty. Here Mr. Rowntree’s 
methods are closely followed and his tests are adopted. ‘An 
estimate has been made of the minimum cost at which food, 
fuel, dress, household sundries, and houseroom, sufficient for 
efficiency, can be obtained in the parish,” and all families below 
this standard are placed in primary poverty. lt may be added 
that Miss Davies omits rent, because nearly every cottage has a 
good garden whose produce sometimes more than equals the rent. 
As, bowever, nothing is allowed for clubs and insurance, which 
even the poorest labourers make, nor for waste arising from 
ignorance, no family can be regarded as securely above the line 
of primary poverty unless the income exceeds this by at least 1s. 
per head. ‘This is secondary poverty; and out of 220 families, 
twenty-eight are in primary and thirty-seven in secondary poverty. 
This has been carefully analysed and its incidence upon different 
classes of labourers and artisans is discussed. ‘The analysis of 
character in relation to poverty is extraordinarily good, and a 
table is given covering all the families in either form of poverty, 
with the remarks of school teachers and shopkeepers on this side 
of their lives. No less interesting is the extraordinarily detailed 
series of family budgets and dietaries, whose collection must have 
involved great tact as well as much labour. The remainder of 
the book includes chapters on Ancestry and Children, and one 
that is all too short on Social Life, and a concluding one. 

The thoroughness and impartiality of the author are attested 
by her own statement that her conclusions were many of them 
“entirely at variance with the preconceived notions she had formed 
from twelve years’ superficial acquaintance with the parish and its 
inhabitants.” Corsley contrasts curiously with the general 


supposition that the labourers of Wilts are the worst paid and 
$s 2 
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most poverty-stricken in England, and Miss Davies expresses 
surprise at finding only one-eighth of the population in primary 
poverty. Possibly the first cause of this—the wide distribution 
of a rich soil—renders Corsley in some respects not a fair sample 
of rural conditions ; but even so, the results are surprising. The 
second cause is the negative one of absence of children. On 
the other side have to be placed the facts that two-fifths of the 
children are in families in primary poverty, and only one-third 
above the line of secondary poverty, that the mortality returns 
show a huge wastage of human, and especially of child, life, and 
the evidence of insufficient nutrition of children in poorer homes. 
Miss Davies remarks on the curious difference between the 
mortality in the families of labourers and among the children 
of market-gardeners. Indeed, the unsatisfactory conditions of 
child life are the great blot on social conditions in Corsley. We 
need only repeat that Miss Davies has done a very fine piece of 
work, which might well be extended by other workers to sample 
villages in all the counties of England. The treatment of actual 
conditions to-day is, however, very decidedly better than the 


historical first part. 
N. B. DEARLE 














NOTES AND MEMORANDA 


Economic TRANSITION IN INpDIA.! 


WE all know that India is in a state of economic transition. 
All alike recognise it as a fact, whether they passionately regret 
it as the work of their Western rulers or whether they urge that 
the State is not doing all that it might to complete the process. 
But when we have labelled the present condition of India as 
“transitional,” we have neither explained that condition nor 
precisely defined it. “Transition” is a wide term that covers 
many different degrees and rates of change. Again, it implies 
passage from one relatively permanent state to another; and we 
may well ask What are the relatively permanent states between 
which India is at present moving? And, besides this, What are 
the real causes and effects of this action which all agree is going 
forward with remarkable speed, and producing, whether for good 
or ill, remarkable results? These are questions which need 
determination if we would possess more than a superficial under- 
standing of the political condition of India, which, like all other 
political situations both East and West, cannot be understood 
without a careful evaluation of economic factors. If, then, we 
would understand events which have been disquieting and tragic 
enough to fix general attention, it is not enough merely to explode 
the false ideas of the late Mr. W. Digby or unravel the sophistries 
of the late Mr. R. C. Dutt. It is not enough to prove that India 
has progressed instead of being impoverished under British rule. 
That alone cannot explain why progress should have brought 
discontent. But we must consider in what the progress consists, 
how it is operating, and what are its immediate as well as its 
ultimate results. In short, we must understand what is meant 
by the well-worn saying that India is in a state of economic 
transition. 

Rural and city India have been contrasted by many writers 
of late years; and, indeed, the contrast is plain enough to need 


1 Read at Section F of the British Association, 1910. 








614 THE ECONOMIC JOURNAL [DEC., 


no rhetorical heightening. To speak broadly, rural India is 
primitive or medieval; city India is modern. In many ways 
the conceptions of modern economists are as little applicable to 
Indian village communities as they would be to feudal Europe. 
On the surface you find primitive methods of agriculture. Not 
that these are in themselves evil. These primitive methods are 
the fruit of long experience. Only the other day we were being 
told that the Indian custom of ploughing in the hot months of 
April and May, and thus exposing the soil to the sun in its greatest 
strength, exactly coincided with the latest theories of scientific 
agriculture. But though these primitive methods may in them- 
selves be good and wise, they are carried out either carelessly or 
*wastefully. A better plough than theirs would expose much more 
soil to the fertilising sunshine. A more careful treatment of 
manure would do much to increase their crops. Indian agricul- 
ture is wasteful and primitive—as the agriculture of a mediseval 
manor was wasteful and primitive. 

Then, again, the Indian village-community is still almost self- 
sufficing. Not many years ago it was entirely self-sufficing. The 
village grows its own food. It produces the leather that it needs 
for harness. The village smith makes the few simple tools that 
the villagers require. The village potter supplies them with 
vessels. In a good year the local grain dealer buys the surplus 
corn for export; but, apart from that and the purchase of a few 
Manchester cloths, the village has no need of economic dealings 
with the outside world. It is in itself an economic unit. Until 
very lately the villagers regarded their neighbours of the sur- 
rounding villages with as much suspicion as a medieval freeman 
of Southampton felt towards a “foreigner” come from Bristol 
or even Winchester. 

Again, the Indian cultivator, like the primitive cultivator, pos- 
sesses little or no capital. For him oxen are still, as they were 
to the Greek or the Roman cultivator of early times, the only 
known form of capital. It is true that in various parts of India 
you will find rich landlords; but even they never invest capital 
im their land as an English landlord does. Government alone 
applies capital to agricultural land. As a rule, the same man 
occupies the land and labours on it, and himself owns the scanty 
capital that is needed for its tillage. 'The economic functions 
have not yet been differentiated or assumed by distinct social 
classes—another emphatic sign of primitive economics, which has 
its own consequence also. For an under-stock of capital means 
that a bad season is ruinous. Just as the Athenian cultivator in 
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the time of Solon, and the Roman cultivator of the early Republic, 
were always finding themselves in debt to the aristocracy for 
loans of cattle, so, too, the Indian cultivator is always in debt 
to the grain merchant. Just as the Gr.ek and the Roman loans 
were accompanied by enormous interest, such as few or none 
were ever able to pay off, so, too, with the loans of the Indian 
corn dealer. Few escape who have once accepted his offers of 
accommodation; and few are so fortunate as never to require 
them. Since, then, seventy per cent. of the Indian population 
is agricultural, it follows that that percentage of Indian society 
is still organised after primitive models, and still occupies itself 
in primitive ways, as is shown by its agricultural methods, its 
lack of dealings with the outside world, its lack of capital, and 
its heavy indebtedness to a class other than its own. 

But there is one feature of this rural society which does more 
to determine its position in economic evolution than any other. A 
money system has not even yet come into complete use. Until the 
establishment of British revenue methods, there was no special 
reason why money should be used at all. Taxes were largely paid 
in kind. The workpeople of the village, the blacksmith, the potter, 
the leather-worker, were (and are still in the villages) paid by a 
fixed quantity of grain at harvest-time. Yarn was spun and 
cloth woven by the women of the village. Money in those times 
was only a store of value, not a medium of exchange. When by 
some happy accident money did come into the villages, it was 
promptly converted into ornaments—many Indian vernaculars 
have special names for necklaces made of gold coins—or other- 
wise hoarded. Then came the regular system of collecting the 
revenue in cash. Just as in England the royal demands for 
money formed the most powerful cause of introducing a money 
economy into the rural districts, so, too, has it been in India. 
But even now the system is incomplete. In many places rents in 
kind are paid. And the village craftsmen still, in many places, 
receive their traditional shares of grain. It is clear, then, that 
rural India, in many most important features, corresponds to 
rural England of, say, the time of the early Plantagenets. 

But city India is very different. In Bombay and Allahabad, in 
Calcutta and Cawnpore, in Madras and Delhi, in short, in all 
the larger cities, commerce is carried on according to modern 
methods, even though the imitation of the West is still crude 
and lacking in subtlety. There you will see the sandwichmen 
that you left in the London gutters. You will find the news- 
papers as full of advertisements as English journals are. The 
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descriptions are, indeed, drawn rather too obviously from the 
imagination. The Eastern advertiser has not yet acquired the 
psychological skill of the Western puff-men. But, nevertheless, 
here is advertisement, and where there is advertisement there is 
competition also. Indian merchants are as keen to buy cheap 
and sell dear as the keenest London tradesman. 

Again, in these Indian cities you will find the joint-stock 
company. Many of these are floated and carried on by 
Westerners. The jute companies are British, some large leather 
companies are English ; but a considerable number of cotton com- 
panies are carried on by Indians with Indian capital. Large- 
scale production is very much on the increase. That and the 
increased imports are driving the old home-working artisan out 
of existence. Then, too, it is in the cities only that you can look 
to find any accumulation of capital ; and that has gone on rapidly 
in the last generation in Indian cities. Indian banks are gradually 
being established, banks in the sense in which we use the word, 
limited-liability companies which rely for the chief part of the 
loans they make on the deposits entrusted to them; and this is 
quite a different matter from the older system of money-lending, 
where the money lent is the savings of the lender. Of course, 
long ago you could get native cheques—hundis—on any consider- 
able Indian town. But these never represented deposits as our 
bank drafts largely do. It is one thing for money-lenders to 
form a system among themslves; but it is something quite 
different for the people to have sufficient confidence in Indian 
banks to deposit their money in them ; and this growth of Indian 
credit, slow and hesitating as it has been, is but another sign to 
show that the Indian city is attempting to organise its industry 
and commerce more or less after the manner of the West. 

But this is not all. Besides the limited companies, besides the 
accumulation of capital, besides the establishment of a real bank- 
ing system, we have Indian factories as well, that, in spite of 
certain differences, are identical in essence with Western fac- 
tories. In them hundreds of workpeople are gathered together, 
tending loom and spindle as in the West; in some cases working 
long hours, as in the West before the factories were placed under 
regulation ; and even becoming daily conscious that they have 
class interests of their own apart from their ancient castes and 
sects. Only a few months ago the factory-hands of Bombay held 
a meeting, and talked of their grievances, and passed resolutions in 
favour of the proposed new Factory Act, very much as Western 
workmen might have done. Let us not exaggerate the signi- 
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ficance of this isolated meeting ; but it is hard not to see in the 
causes that produced it something very similar to the causes 
that were at the bottom of English trade unionism. And to 
foster and extend the industrial movement out of which these 
factories have arisen, we have a loud and persistent demand 
for technical education. At a recent sitting of the Imperial 
Legislative Council, strong resolutions were brought forward con- 
cerning the establishment of a technological institute which 
should train young Indians to the direction of industry. Every 
year Government sends home promising students to go through 
courses of technical education in our newer universities and in 
the workshops themselves. There are signs that young and 
educated Indians are becoming much less unwilling to engage 
in manufacture ; and the science classes of Indian Universities are 
always besieged by youths desirous to find a seat in them. The 
demand for technical education is becoming as eager as it is in 
the West; and nothing could show more plainly the extent to 
which Western ideas of industry and commerce have penetrated 
into the life of the larger Indian cities. 

These are all common and familiar facts, both as regards rural 
and city India. But they are so familiar as often to be forgotten. 
Yet they deserve to be borne in mind—that is my only excuse 
for stating them once more—because it is surely a unique fact 
in economic history that they should thus exist side by side. 
The present condition of India does not correspond with any 
period of European economic history. It is almost as though we 
had taken three hundred medieval men and a hundred modern 
men, multiplied them by a million, and set them down together 
in society. Of course, in all periods we find old and new elements, 
the advanced and the backward, existing side by side. In 
medieval Europe the towns developed a money economy long 
before the country adopted it. In modern Europe the rural 
inhabitants have remained under the influence of old-fashioned 
ideas long after these ideas have disappeared from among the 
town-dwellers. But at no period in Europe has the population 
as @ whole cherished ideas altogether disparate. The peasant 
has rarely been as backward as to be incapable of transplantation 
into the city. The distance between villager and townsman has 
always been measurable, for our own economic growth has always 
been a spontaneous evolution. Whether it has been fast or 
slow, change has been due to causes working from within, not to 
influences operating from without. But that is not so in India. 
There change has been accomplished by external influences and 
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their results, by way of imitating foreign methods and, in a less 
degree, of reacting against them. The consequence has been that 
India is divided between extremely different ideas. The pioneers 
of European progress have always cherished ideas which their 
less advanced companions were certain to reach within a com- 
paratively short time, for their advanced ideas were but the 
development of ideas that were common to all. European progress 
in the economic world has thus been evolutionary; but this 
economic transition in India is revolutionary. 

We are brought to the same conclusion if we compare, not 
only the diverse economic types displayed by rural and city 
India, but also the incompatible elements to be found in each of 
the two considered separately. Anyone who knows rural India 
knows it to be organised in a very primitive economic fashion. 
Some of its more primitive features have already been alluded 
to. But then it is not consistently primitive. The Indian villager 
is brought into contact with things that he would naturally never 
have heard of, and he does things that he would naturally never 
have dreamed of doing. For instance, there are the Indian rail- 
ways. In England the linking up of town and country. was a 
gradual process which occupied, at the very least, a century and 
a half. The English country-folks only approached the railway 
by the easy stages of the wagon and the mail coach. But the 
railways descended on India without nearly so much preparation. 
Nothing could have struck more forcibly at the self-contained, 
self-sufficing character of the old Indian village. With the 
railway ready to carry their surplus produce away to distant 
markets, the villagers’ grain-dealing is modified at once. They 
are brought under the influence of competitive prices. Should 
the price of grain rise, they will certainly begrudge the customary 
shares which they still give to the blacksmith and the potter. 
It is much as though the English railways had been built in the 
thirteenth instead of the nineteenth century. 

But this is not all. Railways not only carry off surplus grain, 
but bring and distribute imported goods. Manchester cloths tend 
to replace home-woven cloths. The villagers can purchase better 
knives than their local craftsman can make them. That is to 
say, home industries and local industries are attacked; only, 
instead of the process being long and graduai, in India it is swift 
and unprepared for. Men thus lose their occupation in a com- 
munity that is not organised on competitive principles ; the needs 
of life are imperative; and so competition is introduced almost 
on a sudden into a unit that for long centuries has followed cus- 
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tomary practices. The change is identical with that which 
England, and, indeed, all Europe has undergone; in the West 
its effects were less felt because they were spread over a consider- 
able time, and because causes had long been at work slowly 
loosening and weakening the rural communities; but in Indian 
villages custom and competition are being suddenly brought to- 
gether. . 

The Indian village community is really unprepared for any such 
invasion by the outside world. It is being revolutionised. Rail- 
ways, as we have seen, are carrying away its surplus produce 
and are bringing in foreign goods. But they are also carrying 
away members of the community itself. There has been a 
demand for Indian labour in the Indian factories, in the planta- 
tions of Ceylon and the Straits, in Africa, the West Indies and 
Demarara. Emigration has grown up, and though the number 
of emigrants is trifling compared with the three hundred millions 
of rural population, it is necessarily acting as another solvent of 
the village community. In some parts of Madras, where emigra- 
tion has been comparatively easy, it has quite upset the customary 
organisation of things. It has acted in the same way as the Black 
Death of the fourteenth century. It has set cultivators demand- 
ing easier terms of their landlords. It has compelled the pay- 
ment of more than customary wages. In Western countries the 
fluidity of the population, however, has been a slow development. 
It has only been disturbed by a few terrible catastrophies such 
as the Black Death. But this Indian development is sudden. 
The villager who was brought up to follow immemorial custom 
is himself forced into following the methods of competition. The 
passage from the primitive to the modern is compressed into a 
single generation, instead of being distributed over many genera- 
tions. 

Rural India, then, though chiefly characterised by primitive 
usage, has been invaded by ideas that are intensely hostile to 
the old state of things. It is primitive, but not consistently primi- 
tive. Competition wages are paid side by side with customary 
wages. Prices are sometimes fixed by custom, but sometimes, 
too, by free economic causes. From the midst of a population 
deeply rooted in the soil, men are being carried away by the 
desire of better wages. In short, economic motives have suddenly 
and partially intruded themselves in the realm of primitive 
morality. And if we turn to city India we see a similar, though 
inverted, state of things. Just as in rural India primitive organi- 
sation has not been able to maintain itself in a state of purity, so, 
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too, in city India modern organisation has not been able to 
impose itself in a state of purity. In the former the old ideas are 
mixed with new and hostile ideas; in the latter, the new are 
mixed with old and hostile ideas. In neither case has the 
mixture been harmonious or the fusion complete. Indeed, the two 
orders are too far apart, too unrelated, to coalesce with ease. 
Modern industry and commerce cannot be established and carried 
on in the East with the thoroughness of the West. The Indian 
cities contain large accumulations of Indian capital, but this is 
not nearly large enough to finance Indian trade. Though the 
security of British rule is encouraging Indians, not only to save, 
but also to employ their wealth in something more advantageous 
than the purchase of jewellery, yet Indian resources are entirely 
insufficient. Capital is scarce in India. It earns more than it 
does in the highly capitalised countries of Europe. A constant 
stream of British capital is, therefore, pouring into India, and 
British capitalists are to modern India very much what the 
Jews, and then the Lombards, were to medieval England. There 
is no doubt that the spirit of industrial enterprise is spreading in 
India; but it is equally certain that indigenous capital is not 
forthcoming for its assistance. 

Absence of native capital is one certain sign of economic back- 
wardness. But there are others which show the same thing in 
a more forcible way. For instance, you will find Indian limited 
companies, but the caste system still offers a strong resistance 
to economic progress. The Brahmin’s intelligence is, beyond 
doubt, keen enough, but if he were to engage in manufacture he 
would find himself seriously hampered by caste regulations. He 
can acquire no practical knowledge, for instance, of the tanning 
industry, for he must not touch the skin of the sacred cow. 
Besides this and similar limitations, his inherited tendencies were 
decidedly opposed to his acquiring practical experience of any 
industry. His hands, and those of his ancestors for many, many 
generations, have used no instrument besides the pen or the 
stylus. The industrial castes, the weavers, the blacksmiths, the 
leather-workers, the brass-workers, have been depressed for an 
equally long time to the position of mere craftsmen. They may 
acquire extraordinary skill with their tools, but they have no 
aptitude for organisation. So industrial leaders are few. In 
spite of the cry for technical education, and in spite of the well- 
marked industrial movement, the fact remains that Government 
service is the most attractive employment for educated Indians, 
who ought to be engaging in commerce and industry. A curious 
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illustration of this attachment to Government service was afforded 
the other day by a petition of the Madras fishermen. After 
reciting the services their ancestors rendered to the English 
against the French in the eighteenth century, the petitioners go 
on to pray that Government will grant them special educational 
facilities—not, as one would have expected, because they desire 
to raise the mental level of their community, but because they 
wish their children to be able to qualify for admission to the 
recently established fishery bureau. 

Again, we have factories in the larger Indian cities, but their 
population, though employed in spinning mills and shops, and 
doing the same duties as Western hands, nevertheless has habits 
that would much astonish the latter. For instance, there is no 
permanent factory population. As the Report of the Factory 
Commission, 1908, observes, the Indian factory-hand is primarily 
an agriculturist. His real home is in his native village, not in 
the city where he works. He leaves both wife and children 
behind him when he emigrates to the factory, and regularly 
returns to them to look after his family affairs, and to rest from 
his labours. The Bombay hand generally spends at least a 
month of the year in his native village. ‘he jute operatives in 
Calcutta, who work longer hours and earn higher wages, go back 
to their home for at least twice as long a holiday. More than 
this, the factory-hand can always find work in his village if he 
gets tired of the factory. Consequently he is both independent 
and unskilled to a degree that is difficult to realise in England. 
Since he is unburdened with wife and child he easily moves from 
place to place. The Factory Commission found men who had 
wandered from mill to mill over almost the whole of India; and 
in many places the whole staff of operatives is said to be renewed 
annually. In the factory itself the hand works as he feels in- 
clined. He is said to take his food during work hours and to 
reserve the ‘midday break for sleep. In Indian textile mills, we 
are told, the average man is absent from his work for about two 
hours a day. The consequence is that ten to fifteen per cent. 
have to be engaged more than are really required to run the 
machinery. And to crown the situation, the ordinary operative 
is imperfectly sensible to economic motive. The standard of 
living is low. The workman’s needs are few, and they expand 
very slowly. An increase of wages may at first have the extra- 
ordinary result of diminishing the supply of labour, for the 
workers, being able to save more in a shorter time, go home for 


longer periods. 
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In city India, then, as in rural India, there is the sharp 
antagonism between the old ways and the new. There is the 
demand for capital, but its local supply is quite inadequate. There 
is the demand for technical education, but educated Indians still 
prefer a clerkship under Government to industrial occupations. 
There is the extension of manufactures, but it is hampered by the 
system of caste. There is the factory system, but the Indian 
operative is governed much more by primitive than economic 
motives. We have seen that in India itself the cities are econo- 
mically far removed from the country districts ; and when we look 
at things a little more closely, we see that this unnatural union of 
ideas, so far removed from each other as to be antagonistic, is to be 
found, not only roughly in the differences between the townsmen 
and the villagers, but also in a much more intimate and subtle 
manner alike in the country districts and in the cities. The 
opposition and contrast between town and country is repeated 
by contrasted elements lying side by side in both town and 
country. 

It does not need great discrimination to observe that the 
elements are extraordinarily diverse. As has been said, they 
are more diverse than any economic elements which ever existed 
side by side in Europe. At any time in Europe the advanced 
economic section had grown out of the unadvanced section. 
But in India of to-day we find co-existing economic ideas which, 
at all events in European history, are separated by thirty genera- 
tions. The old customary and caste organisation actually exists 
by the side of the new competitive organisation ; and they operate 
not only on different individuals in the same country, but also 
on the same individuals. ‘The same disparity which is to be seen 
between the agricultural and industrial classes is also to be seen 
in the individuals of each class. They are, to borrow the words 
of Matthew Arnold, 

Between two worlds—one dead, 

The other powerless to be born. 
India, then, is in a state of economic revolution throughout all 
the classes of an enormous and complex society. If we would 
compare the phenomenon with anything known to us in European 
history, the comparison can only be with some period when 
change was much more rapid than it has generally been, for 
evolution tends to become revolution as its speed is accelerated. 
The only period in which Europe offered even faint analogies to 
modern India was assuredly that which we generally describe by 
the name of the Industrial Revolution, from which even now we 
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have not settled down into comparative stability. That was a 
period of great changes. Machinery was invented. Steam was 
definitely applied to transport and manufacture. Large-scale 
production was introduced. The factory system was organised. 
The cottage industries were destroyed. The economic organisa- 
tion of Europe, in, say, 1850, was assuredly a very different thing 
from what it was a century before. We may reckon it as a for- 
tunate circumstance for Europe that the intellectual movement 
which culminated in the French Revolution did not coincide with 
this Industrial Revolution. If it had, it is possible that European 
society might have been hopelessly wrecked. But, as it was, even 
when the French Revolution had spent its force in the conquests 
of Napoleon, the Industrial Revolution stirred up enough sccial 
and political discontent. When whole classes of people are 
obliged by economic revolution to change their mode of life, it 
is inevitable that many should suffer. Discontent is roused. 
Political and destructive movements are certain to ensue. Not 
only the revolutions of ’48, but also the birth of the Socialist 
party sprang from the Industrial Revolution. 

But that revolution was not nearly so sweeping as that which 
is in operation in India now. Steamships and railways were 
prodigious factors of change in Europe ; but then they were intro- 
duced by regular lines of shipping carrying a great volume of 
foreign trade, and by high roads and canals, such as India never 
knew. Again, the men gathered together in English factories 
were not by descent agriculturists. They were already used to 
unremitting labour. The weavers and spinners had been weavers 
and spinners before ever they entered the factory gates. And, 
finally, the invention of machinery and steam-power was but 
the crowning event of a long series of years in which commerce 
and industry had been constantly expanding, in which capital 
had been largely accumulated, in which economic principles had 
been gradually spreading. Adam Smith wrote when the In- 
dustrial Revolution was in its very infancy, and he still remains 
our greatest economist ; but what rank would he have held now 
had he applied his genius to the study of Indian economics a 
couple of generations ago? No, the Indian economic revo- 
lution is vastly greater and more fundamental than our 
Industrial Revolution, great as that was. Railroads have been 
built through districts where travel was almost impossible, and 
even roads were unknown. Factories have been built, and 
filled by men unused to industrial labour. Capital has been 
poured into the country which was unprepared for any such 
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development. And what are the consequences? Indian 
social organisation is being dissolved. The Brahmins are no 
longer priests. The ryot is no longer bound to the soil. The 
bania is no longer the sole purveyor of capital. The hand-weaver 
is threatened with extinction, and the brass-worker can no longer 
ply his craft. Think of the dislocation which this sudden change 
has brought about, of the many who can no longer follow their 
ancestral avocation, of the commotion which a less profound 
change produced in Europe, and you will understand what is the 
chief motive power of the political unrest. It is small wonder. 
The wonder is that the unrest has been no greater than it is. 
Had India not been an Asiatic country she would have been in 
fierce revolution long ago. Had such a change occurred under 
the later rule of native princes, India would have been a seething 
chaos to-day. It is not the fault of British rule, except in so far 
as British rule has tended to accelerate the change. 

What India seems to require more than anything else is a little 
leisure to digest the new methods, but it is doubtful whether she 
will be able to obtain it. Government is harassed by the extre- 
mists on the one hand, who would like to throw everything into 
confusion, and by the moderates on the other, who cry out for 
more and more economic reform. Between the two, India is 
not likely to get what she most needs—a little rest after these 
exhausting changes. But still there is this to be said—the more 
the economic revolution is hurried on, the sooner it will be over. 
Of course, in that case, we must expect the political writhings 
to become more and more violent. But once they are over, we 
may expect the situation to soften down to a more balanced condi- 
tion. India in that case will have had the advantage of skipping 
a development which has cost our race no less than six centuries 
of effort; but he would be a bold prophet who would venture to 


foretell how soon she will be able to enter into her rest. 
HENRY DODWELL 





FRENCH RAILWAY SERVANTS AND THEIR PENSIONS. 


For several months an agitation has been going on among 
railway servants in France, conducted by the leaders of their 
trade union, but confined to a minority of the personnel. The 
Government has shown itself to some extent favourable to the 
movement. And yet, if the latter were to succeed, the result 
would appear in a fresh burden on the Exchequer. It should be 
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remembered that there is a close interdependence between the 
finances of French railway companies and those of the State. 

The demands influencing the agitation are the more surprising 
in that, quite recently, Parliament took upon itself to impose a 
considerable improvement in the conditions on which the Com- 
panies have granted pensions to their servants. It will therefore 
be relevant to show how and why Parliament has intervened to 
compel the Companies to treat their employees with more 
generosity. On their side, the Companies have just opened a 
lawsuit before the supreme French tribunal, the Conseil d’Etat, 
claiming that the State has broken its contracts with them, and 
should therefore release them from the burden recently imposed 
upon them. 

We may briefly recall the fact that, in France, the railways 
have been conceded to private enterprise (except the recent State- 
managed lines) by specific contracts, and these are accompanied 
by documented conditions, fixing explicitly the terms of the 
bilateral contract. Every obligation of the company is clearly 
specified. No alteration can be made in the list of conditions and 
in the obligations, save with the consent of the contracting parties. 
And it is in virtue of these “conventions” that the Companies 
have to hand over, on a fixed date, all their service, their plant, 
their rails, etc., to the State. 

Hitherto Parliament had never ventured to ignore the bilateral 
character of these contracts, which bore the signatures of the 
representatives of both State and Companies. And it is a fact 
that in 1890 a law had been passed solely with a view to hinder 
the railway companies, financially allied as they are with the 
State, from being too generous to their employees. This may 
seem a paradox in view of to-day’s events, and yet it is absolutely 
true. The Companies had considerably developed their pension 
funds. This might react on their net receipts. And the State, 
_ being compelled to cover their deficit to a certain extent, or to 
share in their profits (in certain cases in virtue of the conventions), 
had decreed, by the Act of 1890, that the Minister of Public 
Works should possess the power of veto with respect to the 
Companies’ pension rules. The aim of this was, of course, to 
safeguard the State funds. 

This proves that all the relations between the State and the 
Companies are regulated by express bilateral contract. And the 
lawsuit has been instituted by the Companies to enforce respect 
for this contract or to be accorded compensation. Besides, the 
Minister of Public Works, who has led the legal attack on the 
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contract in both Chambers—-M. Barthou, once a Moderate, now 
a Socialist—has claimed to justify this attack on a_ bilateral 
contract by merely citing a precedent intervention, equally mon- 
strous and abusive. We mean the Act compelling ixining 
companies to give pensions to their employees in certain 
circumstances. M. Barthou, in a word, has said that the State, 
being party to a contract, may alter it on its own authority. On 
the other hand, it was declared by Parliament in 1890, that “no 
obligations might be imposed upon the Companies beyond those 
provided for by the contract of concession.” 

These Conventions have only anticipated the one case of 
State intervention, arising largely from a very liberal interpreta- 
tion of terms, namely, security of exploitation. It was foreseen 
that the State might impose on undertakings everything indis- 
pensable to insure this security. And for some time past the 
Administration, to win the approval of Parliament, as well as of 
the agitators among the railway personnel, has largely intervened 
in regulating, and especially in limiting, the hours of labour. 
The pretext given was that the Companies required of the 
employees periods of service too long to enable them to be fit to 
carry out their tasks with safety. Here arises the question of 
security mentioned above. Regulations in great detail were 
drawn up to insure periods of rest, especially for drivers and 
firemen, to limit the length of a working day without intervals. 
A numerous administrative staff, the servants of the Ministry of 
Public Works (who are the controllers of labour) saw to it that the 
employees were not overworked, and that the regulations were 
carried out. It was even decided by the Ministry that, in the 
working day of a driver and a fireman an hour and a half should 
be allowed before every departure to put the engine into a proper 
condition. This, it must be remembered, is the task of special 
workers, who carry it out under the driver’s supervision. The 
“Inspection of Railway Workmen’s Labour” decided that they 
were not to work more than ten hours a day. As to that, the 
Companies had forestalled the decision by putting the limit well 
below ten hours. And of these ten hours, the drivers and firemen, 
at least on passenger trains, do not spend five on the engine. 

This clause relating to security has been the pretext for the 
present demand for alteration and unification in the conditions 
for giving pensions. Of course, the amount of the pension has 
nothing to do with the employee's safety during his work. The 
new conditions for pensions have been extended to include work- 
shop hands, such as painters, and officials who have no influence 
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whatever on “security of exploitation,” such as booking-clerks. 
Another series of facts proves that the servants of the Companies 
were not formerly exposed to excessive fatigue, and that the 
relative delay in touching their pensions was no menace to the 
famous “security of exploitation,” the pensioners all living to a 
great age. Out of 795 drivers who in 10 years received pensions at 
the hands of a certain Company, 540 were alive after 10 years ; and 
of these 187 were over 65, and 70 were over 70. Speaking gener- 
ally, such servants as were exposed to great fatigue—drivers, 
firemen and the like—were able, before ever Parliament inter- 
vened, to draw a pension at 55 years of age, after 25 years’ 
service. And the pension was no meagre one. It might amount 
to three-quarters of their wages, if they had served longer than 
the minimum period required. Firemen of 55 years of age, who 
had served 33 years, might receive a pension of 3,300 francs. The 
pension given usually varied from 2,000 to 2,500 francs, and that 
is a good deal more than the French Government usually gives 
to its own servants. In fact, it should be remembered that the 
State, which professes to enforce liberal measures on private 
enterprise, at their expense, does not grant pensions to its own 
ordinary officials till they reach 60 years of age after 30 years 
of service ! 

Nor must it be forgotten that it was on their own initiative, 
many years ago, that the Companies instituted pension funds, 
thereby incurring pecuniary sacrifices which the State, in 1890, 
was inclined to think excessive. The Ouest Company set the 
example in 1851, and by 1856 all the other Companies were 
imitating it. At that time the Companies gave their servants 
facilities to deposit from 3 to 4 per cent. of their wages in a 
savings bank, engaging to add to each account double the amount 
deposited. It is obvious that this represented a considerable 
addition to salaries, and was an expensive matter for the Com- 
panies. Very soon the employees asked and obtained that these 
deposits and this formation of a pension should be obligatory on 
each servant, but largely at the expense of his employers. In con- 
sequence the Companies undertook to arrange a pension of a 
certain amount to every servant or official. They did not lose 
sight of the fact that changes in the rate of interest and in the 
value of the investments might entail a certain amount of uncer- 
tainty in the importance of the amount available each year for 
securing the future distribution of these different pensions. But 
they undertook the entire responsibility of this uncertainty in 
guaranteeing the payment of everything necessary for demands and 
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promises. From that time the railway servants became entitled 
to pensions amounting generally to the half of the wage received 
during the last years of service. It was, moreover, specified 
that the widow and children under age should have the reversion 
of one half of the pension. Once more, the employees were 
entitled to a proportionate pension even if they had not completed 
the normal period of service, or even after only 15 years of 
service, if illness or accident rendered them unfit for further 
service. 

This is the situation, so advantageous and so superior to that 
of State employees, which French politicians have set themselves 
to alter for the benefit of railways servants—to alter, moreover, 
by compelling the Companies to increase the sacrifices which they 
had made on their own initiative, without being in any way 
bound to do so by their contracts with the State. 

It is a considerable addition to their expenditure that they 
are required to make. The national budget will bear, and indeed 
already does bear, a good portion of it. The net returns of the 
Companies are slender enough to force them to demand from the 
State and the Exchequer grants corresponding to what is called 
the guarantee of interest. But this intervention and increase 
in public expenditure will prevent net receipts from rising to the 
extent that might have been looked for. So, too, the dividends 
of shareholders in the Companies would have increased, in virtue 
of those conventions of which we have spoken. Hence, important 
sums have been taken from the pockets of shareholders to be 
distributed among the servants of the Companies, whether this 
is done by lowering the age entitling to a pension, or whether the 
pension is increased. And there is no doubt as to the importance 
of the amounts involved. On the Nord railway alone, for instance, 
in 1909, the additional expenditure due to this legislative inter- 
ference was upwards of 888,000 francs, measuring from the time 
when the new Act took effect. 

About fourteen years ago certain politicians (their constituents 
being largely composed of railway servants) tried to persuade 
Parliament to legislate to the advantage of those constituents at 
the expense of the Companies and the Exchequer. From the 
outset, the pretext was, of course, that such legislation was a 
question of “security.” And on that occasion they had not feared 
so to expand the proposed intervention, that, when fully applied, 
it would have involved an outlay of nearly one hundred million 
francs. This extravagant proposal, however, was not passed. 
Nevertheless, the extra burden incurred by the new measure 
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will not amount to less than 274 millions. And the Bill has 
this other inconvenient feature :—It will demonstrate to the 
employed that an Act is all that is needed to compel the employers 
to alter to-day pensions and pensioning conditions, and to-morrow, 
the rate of wages. 

Henceforth, drivers and stokers can claim a pension at 50 years 
of age—surely an early start! All other train officials, as well as 
all other officials on active service, can claim their pension at 55. 
It is only the fear of financial complications that has induced 
Government to ask Parliament not to adopt the 50 years limit for 
all railway servants. And thus all those employed in railway 
workshops, on the safety of whose work age can have no influence 
(such as the painters of railway cars, etc., of whom we were 
speaking), can take out their pension at 55 years of age. The 
clerks have proved less interesting material. They are less 
numerous and less formidable as electors. They cannot touch 
their pension till they are 60, this being a scantier generosity 
than they were often shown by the Companies. They have 
been legally penalised, precisely that there might be more to 
bestow on the mass of labourers, properly so called. 

At one time a clause had actually been introduced into the 
Bill, forbidding the refusal of a pension, either proportionate or 
full (according to age), in cases of dismissal for embezzlement, 
insubordination or conviction under common law. This 
iniquitous feature was eliminated, though there were many 
members of Parliament to mourn its loss. 

The extra pecuniary burden arising from this Act is chiefly, 
of course, due to the lowered age-limit for the great majority of 
pensioners. But besides this the rate of pension has been sensibly 
increased. This rate has been always fixed, for all the Com- 
panies, at the figure determined by the richest and most 
generous among them. Thus, when the wages were 2,400 francs 
per annum, at 45 years of age, after 20 years’ service, the pension 
was fixed at 960 francs. This pension, it should be added, was 
not paid till the normal age limit was reached, when admission to 
a pension was not due to any infirmity. But the latter needed 
not to have arisen in connection with the exercise of duty. For 
this same salary of 2,400 francs, the employee would, at 55 years 
after 30 years’ service, earn a pension of 1,440 francs ; at 60 years, 
after 35, years’ work, 1,680 francs. This is better than the 
pensions bestowed by the State on its own employees. Hence 
Parliament has created a privileged class out of railway servants, 
especially drivers and stokers, not to mention the great majority 
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of the rest. We can imagine what a clamour will arise for other 
Acts creating other such privileged orders!—especially if the 
contributions by the servants themselves are not to be raised, 
and if the Companies are to guarantee the pension funds! 

The privileged parties themselves are not satisfied with this 
Act passed in their favour. And while the servants of the little 
secondary railway Companies are demanding to be treated 
similarly to the servants of the great Companies, and to be 
granted equally good pensions, even the servants of the great 
Companies are seeking new favours, notably increases of wages. 
Their idea is that the new pension measures should take effect 
retrospectively. They want the increase to be valid at once for 
those who are already pensioned. 

Such a result was only to be expected. Appetites have been 
tickled, and this violation of contracts regularly signed has done 
nothing to pacify minds. 

DANIEL BELLET 
September, 1910. 





GERMAN Factory HAnps. 
AN INQUIRY INTO THEIR INDUSTRIAL CONDITION. 


In the current number of the Reichs-Arbeitsblatt (the journal 
of the German Labour Department) appears the result of an 
exhaustive inquiry, conducted by the German Verband der 
Fabrik-arbeiter in August, 1907, into the rates of pay and condi- 
tions of work obtaining among its members. These comprise a 
great variety of workers, in the main unskilled, for whom no 
special trade union exists, because, as a rule, the branch of industry 
concerned is not of sufficient importance to warrant the formation 
of a separate union. 

Among the numerous industries represented in the Verband 
we find industries so diverse as the chemical, the india rubber, 
the linoleum, the paper, the sugar, the cement, the soap, the 
chocolate, the brick-making, the cement and lime, and many 
others. Some of these, such as the chemical, are carried on 
chiefly by large firms in large towns. Others are more in the 
hands of smaller firms, and are more widely distributed over 
different parts of the Empire. 

Notwithstanding this great diversity of occupation, the 
majority of the members of the Verband have this in common— 
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that they represent in the main the same type of unskilled factory 
hand. Their social status is practically uniform throughout the 
empire. One is, consequently, justified in treating them as a 
more or less homogeneous class for statistical purposes, and in 
drawing certain general conclusions from the results of inquiries 
addressed broadcast to them all. 

For the purposes of its investigations the Verband sent out 
no fewer than 140,000 inquiry forms. Of these 81,140 were 
returned filled in. Of these, however, about 2,000 could not, for 
various reasons, be utilised. There accordingly remained available 
for statistical purposes 79,140 forms, of which 73,088 were sent 
by male and only 6,052 by female workers. At the time of the 
inquiry the Verband contained 134,957 members, so that in the 
event the mass of information available represented answers from 
58°64 per cent. of the members. 

The following table summarises the result of the inquiry as 








regards hours of work. ; ‘ 
Number of employees. Percentage of : mployees. 
Hours of work. — —_ 
Male. Female, Male. | Female. 
Me uke nee ree oP 779 22 10 | 0°4 
Se... wae eos wie 390 44 0°5 07 
S ai ate ee ae 4,662 677 6°4 | 11°2 
ete ck faa 8,834 877 121 | 14-4 
ae ie és sas 47,926 3,746 65°6 62:0 
a 3,276 327 45 | 54 
on car int ae 4,342 329 6:0 | 5:4 
oS ae mre ve a 412 13 06 0:2 
ee ba roe Aaa 1,784 11 2°4 | 0°2 
Over 12 ae a axe 683 6 0-9 0-1 














From this table it will be seen that only 20 per cent. of the 
male hands, and about 27 per cent. of the female, work less than 
10 hours per day, whereas 14°4 per cent. of the males and 11°3 
of the females work more than that period. The average for all 
members would seem to be a trifle under 10 hours, viz., 9°77 
hours for the males and 9°80 for the females. 

The following table shows the methods of payment in vogue. 


| 





How paid. No. of men. No. of women. 
By the hour ... ‘ies 538 See 43,443 2,422 
os day... ha 4,563 599 
a week ... € wo be 7,548 657 
month .. as ve soe 54 


” 


By piecework ... ss sas as 17,480 2,374 
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According to these figures 60 per cent. of the males and 40 
per cent. of the females were paid by the hour, and 24 per cent. of 
the males and 40 per cent. of the females by piecework. If the 
returns from the female hands are to be taken as representative, 
it is evident that piecework is much commoner among the women 
than among the men. 

In dealing with the weekly payments, the normal working 
period has alone been taken into account, and overtime has been 
ignored. Fractions of a mark under 50 pfennigs have likewise 
been disregarded ; anything over that amount has been reckoned 
as a full mark. The following table summarises the result of 
the inquiry as to the rates of weekly wages ruling. 


WEEKLY WAGES. 














Men. | Women. 
Amount. | Earned by Amount. Earned by. 
| 
Up to 10m. .... 192 Upto 5m. ; 20 
ve 11 ror) 147 99 6 at 32 
as 12 med 482 ‘i 7 : 126 
a 18 ooo | 469 as 8 jae 365 
i 14 cas 898 es 9 eas 777 
re 15 sas 2,077 a5 ee 1,012 
99 16 ve 2,385 a3 Se eax 845 
. 17 it 3,153 53) ee oe 1,191 
- 18 = 7,237 on sist 464 
> 19 oe 4,796 so) ae a 355 
ss 20 cad 6,723 oc ae ee 400 
— 21 one | 7,106 15 oe ae 141 
Ws 22 obs 5,632 ~ ae ire 162 
ne 23 si 5,253 9: Oe iS 96 
- 24 ane 7,528 ss 49 ie 30 
os 25 crest 4,322 >. ao “as 20 
ry 26 wee 2,858 Over 20 a 16 
”» 27 “ei 8,695 
a 28 peste 1,800 
- 29 adit 850 
» 230 fe 2,822 
ee! bee 352 
ag 32 ‘sal 702 | 
je 33 is 475 
io ir 223 | 
Ae 35 és 881 | 
Over 35 cos 4 530 
| 








Taking the male workers, it is to be noted that those earning 
up to 11 marks a week are almost exclusively youths of from 
sixteen to eighteen years, or disabled workmen. On the other 
hand, among those earning 12 marks and a little over are to be 
found an appreciable number of adult workers. Roughly, 24 
per cent. earn up to 18 marks per week, and roughly 26 per 
cent. earn more than 24 marks. About half draw between 19 























1910] GERMAN FACTORY HANDS 633 


and 24 marks. Only 3°6 per cent. earn over 30 marks, and less 
than 1 per cent. more than 35 marks. The following table 
summarises the results in another form. 





| 
Men. Women. 





Weekly earnings | Percentage earning Percentage earning 
gs. | 


| 
Weekly earnings. 
| 





_ same. same. 
Up to 12m. | 1:12 Upto 8m... 8-92 
12 5, 15 4°71 8 ,, 10 x 29°50 
15 ,, 18 s 17°49 10 ,,12 is 33°80 
18 ,, 21 ay 25°49 112 ,,15 ee 20°17 
St. .-y, 20 | 31°12 Over 15 Pree 761 
25 ,, 30 1) 16°40 | 
30 ,, 35 24 2-95 | 
Over 35 | 0°72 | 





The average weekly earnings for all male workers work out 
at 22°08 marks; 56 per cent. earn less than this. 

The average weekly earnings for all female Workers work out 
at nearly half that of the men, viz., 11°54 marks; 52°5 per cent. 
earn even less than this. Only 28 per cent. earn more than 
12 marks. 

The wide differences between rates of pay in different parts 
of the Empire is very noticeable. The average weekly wage is 
as low as 11 marks 40 pfennigs at Friedland, in Silesia, and as 
high as 31 marks at Oberhausen, in Rheinland. For Sachsen- 
Meiningen and Silesia the averages are a trifle under 17} marks. 
The average for Berlin is 25 marks 70 pfennigs; for Hamburg, 
25 marks 30 pfennigs ; for the Rheinland, 25 marks 29 pfennigs ; 
for Alsace-Lorraine, 23 marks 74 pfennigs. 

The returns show clearly that, as a rule, wages are higher 
in the large towns than in the small; while, for example, in 
towns of less than 10,000 inhabitants 60 per cent. of the workers 
belong to the three lowest wage-classes, and only 5 per cent. to 
the highest, in towns of over 100,000 inhabitants only 10 per 
cent. are to be found in the three lowest, and no less than 20 per 
cent. in the highest wage-class. 

Similarly, as is well known, the hours of work are shown to 








| In towns with population 
Average length of working day. 
| 


| Up to 10,000 | 10,000 to 50,000 50,000 to 100,000 





Over 100,000 


Under 10 hours ... a 55 | 25 13 | 20 
10 toll ,, . ae | 85 il | 11 


ae | Pe “se, 20 7 


Over 12 ,, by el 3 | = ess 
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be shorter in the big towns than in the small towns. This is 
well shown by the following table. 

These figures show that in only 20 per cent. of the places 
with less than 10,000 inhabitants was the average working day 
less than 10 hours, while in 10 per cent. of such places it was 
more than 11 hours. Of places with more than 100,000 inhabi- 
tants, on the other hand, about 65 per cent. have a working day 
of less than 10 hours, and in not a single one do the men work 
for more than 11 hours. 

The following figures show the average duration of the 
working day in different parts of the Empire. 











| Hours. Hours. 
Berlin bsg a an 9°35 Posen ie = Kes 10°12 
Wiirtemberg ve é: 9°86 Hesse a % 10°13 
Hamburg ... si - 9°88 Brandenburg we See 10°15 
Hanover .. i Aaa 9:90 Rhineland - . 10°16 
Brunswick... ee sa 9°93 | Silesia is mi ae 10°16 
Bavaria... ~ ad 10:01 | Pomerania ee 10°22 
Westphalia Ss - 10:03 | Reuss a Sis a 10°44 
Baden “e sos “s 10°06 EK. Prussia... es ve 10°46 
Saxony... si ree 10°10 W. Prussia Sea oe 10°95 











The average for West Prussia would, accordingly, appear to 
be over 14 hours longer than that for Berlin. 

Of great interest are some of the returns showing the relation- 
ship between ages and wages, wages and hours of work, &c. 
' The relationship between ages and wages is well brought out 
by the subjoined table, which relates to male workers only :— 








Age. | Number of employees. | Average weekly wage. 
Pieiaceaaiela —_ } shania 
| 
SS er 1,850 | 16°85 m. 
18—21 ... esi 6,287 20-02 
21—30 ... we Seiietl 24,103 | 21°55 
30— 40... ah aod 22,333 | 22:18 
eae 12,675 21:29 
50—60 ... 2 Saal 4,889 | 19°86 
PN cc ences! cans | 918 19-02 
Over 70... ee ee 33 16°25 





It will be observed that the rate of pay rises regularly up to 
the fourth age-class, and then just as regularly diminishes with 
succeeding age-classes. Those between 40 and 50 would seem 
to earn less even than those between 21 and 30. Still more 
striking are the following figures, showing the connection between 
wages and working hours. 
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| 
—-" Number of employees. | AVE Ty | Ave 
| 
aktuell pe 779 26°75 m. | 55°73 pf. 

eae 390 | 26-46 | 51°90 
a 3) “cae 4,662 24-68 45.70 
Or 8,834 24-34 42°70 
ae ia 47,926 | 21-92 | 36°50 
2 . 3,276 20°79 33-00 
oa ose a 4,342 | 20°46 31-00 
ee 412 19°67 28-50 
12. RN 1,784 19°73 | 27°40 
Over 12 ... 683 20°21 | 26°31 

| 








Nothing could demonstrate more clearly how the wages vary 
in inverse ratio with the length of the working day, 

One of the questions on the inquiry forms was directed to 
ascertain the amount paid for rent by each worker. The answers 
to this question make it clear that the worst-paid hands have 
to pay relatively the highest rents, the disproportion being 
greatest in towns of between 50,000 and 100,000 inhabitants. The 
following table summarises the result of this part of the inquiry :— 





Percentage spent on rent in 





Average sy income 

in marks, ° Towns of between | Towns of between| Towns of more 
“ngnemphe he te 10,000 and 50,000} 50,000 & 100,006 | than 100,000 
? , inhabitants. inhabitants. inhabitants. 








5494 15°56 18-00 26°40 24°20 
7234 12°35 13°71 18°50 1691 
869 11°24 13°26 15°91 18°25 
1,006 11:00 12°47 15°59 17°87 
1,173 10°23 11°64 15°09 17:97 
1,388 9°33 11:18 13°59 16°71 
1,640 9°58 10°36 12°21 15°92 











1,861 7°66 89 9°74 13-67 





The result of a separate detailed inquiry as regards Hamburg 
and Berlin is to show clearly that the majority of the factory 
hands in these two cities spend far too large a proportion of their 
earnings on rent. If we take 20 per cent. of earnings as the 
maximum which should, in the interests of the whole family, be 
set aside for rent, we arrive at the disquieting conclusion that a 
good 40 per cent. of the workers in these two towns are obliged, 
in their outlay on rent, to exceed this maximum. 

Examining the returns according to wage-classes, we get a 
still gloomier social picture. In the following table, column two 
shows the percentage spending up to 25 per cent. of their earnings 
on rent, column three the percentage spending over 25 per cent. 
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on rent, column four the percentage of column three spending 
over 30 per cent. on rent. 














Percentage of workers spending 
Weekly wage. 

Up to 25 per cent. Over 25 per cent. (Of col. 8) over 30 

on rent. on rent. per cent, on rent. 
Up to 18 m. se 62 38 20 
: |: re || ee ae 66 34 13 
| eee eae 77 23 10 
a ar ae 89 11 4 
A ee os 94 6 1 
Over 35... St 97 3 — 














In other words, of those earning under 21m. a week more 
than a third pay away over 25 per cent. for rent; of those earning 
up to 18 m. a week one in five pays away over 30 per cent. for 
rent. 

It is true that in a large number of cases the payment of 
these relatively excessive rents is facilitated by underletting or 
by the earnings of other members of the family being available 
to supplement the father’s wages. But there can be no doubt 
that in the majority of the cases where the rent paid amounts to 
more than 25 per cent. of the wage received by the father the 
family suffers in its internal economy. The amount available for 
wholesome food and clothing is reduced below the minimum 
essential for physical efficiency. Last but not least, high rents 
among the working classes invariably spell overcrowding, with 
all its attendant evils. 

ERNEST LESSER 


A METHOD OF DETERMINING THE NUMERICAL VALUE OF 
ELASTICITIES OF DEMAND. 


§ 1. An increasing amount of attention is being paid by 
State Departments and private persons to the study of workmen’s 
budgets, and a number of tables have already been printed to 
show the proportion of their income which families in different 
income grades expend upon various principal groups of com- 
modities. I wish to suggest that the statistical material thus 
made available affords opportunity to patient arithmeticians to 
investigate by a new method the magnitude of the elasticities of 
demand of some important consumable commodities. 
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§ 2. To exhibit the nature of this method I shall suppose that 
our data are better than they are, and that we possess tables 
showing the expenditure of the group of workpeople whose wages 
lie between 20s. and 21s., of the group whose wages lie between 
21s. and 22s., and so on continuously for all wage levels. With 
this close grouping we may fairly assume that the tastes and 
temperament of the -people in any two adjacent groups are 
approximately the same. That is to say, the quantity of “utility ” 
obtained from the zth unit of any commodity, say tea, is equal 
for typical men in the 20s. to 21s. group, and in the 21s. to 22s. 
group. Let this quantity for all values of x be fz; or, in other 
words, let the utility curve in respect of successive increments of 
the commodity tea be represented by u=fx. We are entitled to 
assume further, in the absence of special evidence of correlation 
of demand, that the utility curve of both groups for tea is approxi- 
mately independent of the quantity of other commodities 
consumed, and, therefore, of the marginal-utility-of money. Let 
this marginal utility to the lower and higher wage-groups respec- 
tively be »; and pe, and the quantity of tea consumed by these 
groups 2, and 2. Then, since the price paid for the commodity 
must be the same for both groups, we know that this price p is equal 


both to * fx, and to =f, These two expressions are, therefore, 
1 2 


equal to one another. But if, as is reasonable to suppose when the 
wages of the two groups are close together, 22 differs only slightly 
from 2%, ft, may in general be written fa,+ (%2- @;) f/a. 
; 1 Po My 
_ Su= j Z. 
f Lo— 2, My fe 
But the elasticity of the utility curve in respect of any consump- 


fa, 


tion 2, is known to be equal to ZF ty Therefore the elasticity 
1 





of the utility curve for tea in respect of both our groups 
Pe: ns 
bah 
But, since a small change in the consumption of any ordinary 
commodity on which a small proportion of a man’s total income 
is spent cannot involve any appreciable change in the marginal 
utility of money to him,! the elasticity of the utility curve in 


1 Strictly, of course, such a change must involve some alteration in the marginal 
utility of money unless the demand of the commodity in question has an elasticity 
equal to unity. If the elasticity is anything other than this, a change in its con- 
sumption will be accompanied by a transference of money from expenditure upon it 
to expenditure on other things, or vice versa. This must effect the marginal utility 
of money in these fields, and its marginal utility, if affected in one field is, since it 
must be equal in all, affected in all. 





ee ee 
a 
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respect of any consumption 2, is equal to the elasticity of the 
demand curve in respect of that consumption. Therefore, the 
elasticity of demand for tea of the lowest wage-group, in respect 
of its consumption of 2, units of tea, is given by the equation : 
=—-*, 

* Be Py 

If we knew the relative values of »; and p2, this equation would 
enable us to determine the elasticity of demand of the lowest wage- 
group for all commodities in respect of such quantities of the com- 
modities as they are consuming. Similar equations would enable 
us in like manner to determine the corresponding elasticities of 
each of the other wage-groups. If it is objected that our result 
would in practice be impaired by the fact that the higher wage- 
groups are apt to consume a better quality of commodity, as well 
as a greater quantity than the lower wage-groups, the difficulty is 
easily overcome by substituting in our formula for the quantities 
consumed (x, and 2) of the commodity in question figures repre- 
senting aggregate expenditures upon it. This device escapes the 
suggested objection by treating improved quality as another form 
of increased quantity. 

§ 3. The result established in the preceding section is not, 
however, the one which prompted me to write this note. For, in 
order to obtain quantitative knowledge of the magnitude of any 
elasticity from that result, we need to evaluate »,; in terms of pe; 
and this we cannot do. The point to which I wish to draw 
attention may be displayed thus. By the process indicated above, 
the elasticities of demand in any wage-group can be determined as 
regards all the things consumed in that wage-group in expressions 
involving »; and pe. Let these elasticities be ez, ey, €z, and so on. 
It follows that any one of these elasticities can be determined in 
terms of any other without reference to p, and pe. These 
unknowns are eliminated, and we obtain the formula 

>. 2h 

Gry 

This result, it should be observed, only follows directly from the 
preceding argument provided that the commodities concerned 
are both such that only a small part of a typical man’s income is 
normally spent upon them. In general, however, though the 
absolute formula for elasticities from which the result is derived is 
only valid on this assumption, the above comparative formula is 
approximately valid also in respect of two commodities on which 
a large part of a typical man’s income is spent, provided that the 
part spent on the one does not differ greatly from that spent on 
the other. The reason for this is that the errors in the two 





7 = 





Cy = Cx» 
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formule for absolute elasticities which have to be combined will 
tend to balance one another. The only case, therefore, in which 
our comparative formula must be seriously suspected arises when 
it is used to obtain the relative elasticities of the demands of a 
group for two things on one of which it spends a large and on 
the other a small proportion of its income. Apart from this case, 
the formula, when applied to the statistics of quantities of, or 
expenditures upon, different commodities by neighbouring wage- 
groups, enables us to determine numerically the ratio of the 
elasticity of demand of any wage-group for any one commodity 
(in respect of the quantity of the commodity actually consumed 
by it), to the elasticity of demand of the group for any other 
commodity. This information will often be valuable in itself. 
It is important to know whether the demand of workers with 
25s. a week for clothes is about twice or about ten times as 
elastic as their demand for food. But the information is also 
valuable indirectly. For by it, if we can in some other way— 
through the examination of shop-keepers’ books or otherwise— 
determine the elasticity of demand of a group of workpeople for 
one thing, we have a bridge ready along which we may proceed to 
determine the elasticity of their demand for all other things. 

§ 4. In explaining the above method I have, as indicated at 
the outset, tacitly assumed that our data are better than they 
are. This, I think, is legitimate, because there is no reason in 
the nature of the case why these data should not be improved ; 
and, indeed, there is little doubt that they will be improved. 
Even then, of course, anyone attempting a detailed application 
of the method is certain to encounter serious difficulties, among 
which, perhaps, not the least will be that of deciding how far to 
treat different commodities separately and how far to group them 
together according to the purpose which they jointly serve. 
When put to the test these difficulties may, no doubt in some 
cases, prove insurmountable. From the results of an experiment 
made upon figures given in the second Fiscal Blue-book (pp. 215 
and 217), I am, however, tempted to hope for better things. The 
figures refer to the expenditure upon “food” and “clothing” of 
groups of workpeople whose wages were respectively under 20s., 
between 20s. and 25s., between 25s. and 30s., between 30s. and 
35s., between 35s. and 40s., 40s. and above. My method gave 
the ratio of the elasticity of demand for clothes to that for food 
for the several groups as follows :— 


Workmen under 20s. oer ihe hs Tie 1°16 
From 20s. to 25s. a es Fon ve 1°81 
From 25s. to 30s. Mes ye ea ee 1°62 
From 30s. to 35s. ae aie ee nae 1°25 


From 35s. to 40s. cas aes aaa re 2°46 








640 THE ECONOMIC JOURNAL |DEC., 


Apart from the drop in the ratio in the case of families earning 
from 30s. to 35s.—and it may be remarked in passing that the 
instances from which the average in this group are made up are 
only half as numerous as those in the two adjacent groups—these 
figures are continuous and in no wise incompatible with what we 
should expect from general observation. It is natural that among 
the very poor the demand for clothes should be nearly as inelastic 
as the demand for food, and that, as we proceed to groups of 
greater wealth, its relative elasticity should grow. My small 
experiment, therefore, is not discouraging. I sincerely hope 
that some economist will undertake a thorough exploration of this 
field of investigation. His labour would not, I think, be without 


result. 
A. C. Piaou 


LETTER FROM JAPAN. 


As stated in the last letter,! Japan did not escape the 
influence of the New York panic in 1907. The reason was, in the 
first place, that it came to her before she had quite recovered from 
the effects of the great war and from the financial disturbances of 
the extraordinary industrial buoyancy which followed the war. 
Her export trade had to suffer, because the demand for silk and 
“habutae,” the most important of the Japanese exports, had 
suddenly decreased, not oniy in the United States, but also in 
Europe, while the fall of silver prices caused the decline of her 
exports te China and other Oriental countries. 

The depression increased towards the end of 1908 and the 
beginning of 1909. However, the revival of the world’s trade 
aud tbe higher price of silver caused Japan’s export trade to 
increase, both in the Western and the Oriental countries. In the 
autumn of 1909 general recovery was in view. But there now 
arose a new cause for depression—the fall of the price of rice, on 
account of the presumed vast increase of the crop. In no other 
country does a single kind of agricultural product retain such an 
important position in the national economy as rice does in Japan. 
Nor in any other country does the agricultural class form such 
an important part of the community asin Japan. The fall of the 
price of rice caused a universal decrease of demand for every kind 
of article; and a general fall of prices was again experienced. 


1 See Economic JourNAL, March, 1910. 
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The cry of depression became louder throughout the country, but 
in reality the good crop and the fall of price must, of course, 
ultimately lead to general benefit. Lower prices will lower the 
cost of production, leading thereby to the increase of export trade 
and to the general welfare of the nation. 


2. Money Market. 


By the redemption and conversion of national debt ease was 
given to the money market, which had been dull since the 
end of 1907. Especially in Tokio and Osaka, the bank deposits 
greatly increased. The Post Office deposits have also been 
steadily increasing month after month. Under these circum- 
stances, money must necessarily be very cheap, causing a steady 
fall of the rate of interest. The Bank of Japan rate fell from 
some 7 per cent. in 1908 to 4.75 in 1910 (March to June), and 
the rate allowed on deposits also underwent a great fall. 

In consequence it became more profitable for the public to 
purchase bonds and shares. Moreover, even the first-rank bankers 
bought large amounts of bonds and shares in order to lessen 
their losses from keeping much unused money. ‘The prices of 
bonds and shares, especially of the former, have therefore been 
rising almost incessantly. 

The fundamental fact is that the demand for money cannot 
keep pace w:th the sudden increase of supply. 

Bankers are now in great difficulty to find out borrowers. 
Still, the low rate of interest will gradually increase the demand 
for money by stimulating a spirit of enterprise. As the prvof of 
this, since the beginning of this year the amount of funds for new 
enterprises and for extension shows a substantial increase. 
According to the calculation of the Bank of Japan these figures 
stand: in 1906, 1,001,576,800 yen; in i907, 674,777,160 yen; 
in 1908, 185,232,120 yen; in 1909, 128,257,535 yen; in 1910 
(during the first six months), 272,324,400 yen. Of these fresh 
enterprises the most important are electric, water-power, light 
and car works, as well:as gas works. 


3. The Budget. 


The new financial scheme of Marquis Katsura’s Cabinet, the 
general outline of which was given in my previous letter,’ was 
faithfully carried out in the last fiscal year. In framing the 
budget for the present fiscal year (1910-1911) the Government 

1 See Economic JOURNAL, xx., p. 123. 
No. 80.—VoL. xx. UU 
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strictly upheld the same principles. The debt redemption and 
sound finance are its first and most important aims. The sum 
turned into the redemption fund for this fiscal year is 60,800,000 
yen, being an increase of 10,000,000 yen over last fiscal years. 
As to the adjustment of taxation the Parliament was not of quite 
the same opinion as the Government. But at last the Govern- 
ment and the Diet came to an agreement by the reduction of the 
land tax by 8 per cent., the reduction of the income tax being left 
to future consideration. Other taxes have undergone changes, 
while on the expenditure side there was an increase in the salaries 
of officials. The following table shows the figures of the final 
budget for 1910-1911, compared with those of the preceding fiscal 
year. 














REVENUE. 
1909-1910. 1910-1911. 
Yen. Yen. 
Ordinary 470,357,136 _ — 486,793,876 
Extraordinary 48,575,147 47,509,985 
Total... 518,929, 283 534,303,861 
EXPENDITURE. 
1909-1910. 1910-191". 
Yen. Yen. 
Ordinary 404,700,516 417,682,876 
Extraordinary 114,220,595 116,620,985 
Total ... 518,921,111 534,303,861 


Otherwise, the budget for 1910-1911 is devoid of any marked 
deviations from the one preceding, showing thereby that the 


. financial ground-work is becoming more stable and less fluc- 


tuating. 


4. Conversion of National Loan ‘Bonds. 


The Katsura Ministry, not being contented with mere redemp- 
tion of the national loan bonds, decided for their conversion into 
bonds bearing low interest. As the result of sound finance, and 
especially of the annual redemption of the bonds, the market 
prices of various Government bonds have gradually been rising. 
At the beginning of 1910 both the 5 per cent. Consolidated Public 
Loan Bonds and the Imperial Japanese Government 5 per cent. 
Bonds went above face value. Seizing the golden opportunity, 
the Government decided to issue new 4 per cent. bonds. As the 
first step in this plan, Marquis Katsura consulted leading bankers 
in Tokio and Osaka. The banks formed a syndicate in February 
to underwrite and make the issue a success, and the Government 
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announced the first issue of the 4 per cent. Domestic Bonds of 
100,000,000 yen on following conditions :— 

Lowest price of issue, 95; interest, 4 per cent. 

Term of redemption, 60 years, of which the first ten years 

remain unredeemable. 

About twice the amount wanted having been subscribed, the 
Government immediately issued in March the second of the 4 per 
cent. bonds, on almost the same conditions as the first, which 
ended with almost the same result as the preceding one. 

In these two issues the amount subscribed with the old 5 per 
cent. bonds of various kinds in the way of conversion, was about 
125,000,000 yen. And there remained still yen 376,953,865 of 
the unredeemed 5 per cent. bonds whose term came to maturity. 
Of this the privately exported Japanese domestic bonds were 
calculated to be about 70,000,000 yen. Besides those exported 
to London with the exchange guarantee in 1897 and 1902 were 
about 93,000,000 yen. To redeem these bonds «mainly, issues 
were made in foreign markets. On the 25th of April 450,000,000 
francs (174,150,000 yen) was issued in Paris. 

The terms were as follows :— 

Interest, 4 per cent; issue price, 954. 

Term of redemption, 60 years; term of non-redemption, 

10 years. 

A week after the sterling loan of £11,000,000 was issued in 
London on nearly the same conditions, the only difference being 
that the issue price was 95 instead of 954. 

On the 6th of May the Government announced that all the 
Government bonds which were exported with exchange guarantee 
should be redeemed on the Ist of July, and that all the other 
domestic 5 per cent. bonds of various kinds, the amounts of 
which are given below, should be redeemed between the 30th of 
May and the 30th of July, to be converted at the holders’ option 
into the new 4 per cent. bonds. 

Consolidated Bonds, yen 88,184,950. 

War Loan Bonds, yen 57,824,450. 

Formosan Public Works Loan Bonds, yen 100,140. 

Imperial 5 per cent. Loan Bonds, yen 60,295,550. 

This is known as the third conversion, and in this way all “the 
matured ” 5 per cent. national loan bonds were made to disappear 
by the end of July, both in foreign and domestic markets. 
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5. Foreign Trade, 


Exports. IMPORTs. 
Year. Yen. Yen. 
1905 ine 321,533,610 eae 488,538,017 
1906 r 423,754,892 bain 418,784,108 
1907 a 432,412,873 Sa 494,467,346 
1908 axe 878, 245,673 oe 436,257,462 
1909 aoe 413,112,511 aan 394,198,843 


The excess of exports over imports in 1909 is 18,913,668 yen, 
and compared with the previous year the increase of exports is 
34,866,838, while the imports decreased by 42,058,619 yen. In 
1906 and 1907 the trade was brisk as the result of the buoyancy 
after the Russo-Japanese War, and then came a reactionary 
depression, causing the fall in our trade for successive years. 

The prospect of this year, 1910, is rather promising. The 
following table shows the figures for foreign trade in the first 
six months compared with those of the same period of the previous 
year. 


From January to June. 


1909. 1910. Increase. 
Yen. Yen. Yen. 
Exports... ...._-—:187,000,295 211,237,880 24,287,085 
Imports ... — 214,517,975 239,948, 755 25,430,880 


Excess of Imports 27,517,680 28,711,425 1,193,745 


The prevalence of thrift caused a diminution in importation 
of luxuries, while the increase in imports of raw material, as 
well as of general exports, may be taken as the sign of a healthier 
condition of productive activities. 


6. Prices and Wages. 


Prices in Tokio had been gradually rising during these ten 
years. ‘The most striking rise of prices occurred during and after 
the great war. In October of 1907 the index number for general 
prices was at the climax, showing 133.61, as compared with 100 
in October, 1900. ‘Then came the general depression. The prices 
began to fall all at once, and at the end of 1908 the number stood 
at 117.54. At the end of 1909 it was 116.57; but had risen to 
119.59 by May, 1910. 

Cheap labour in Japan has long been an admitted fact. But 
the rise of general prices and the improvement in the living of 
the labouring class caused a rise of wages, as shown below. 
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1900 1901 1902 1908 1904 1905 1906 1907 1908 
Yen Yen Yen Yen Yen Yen Yen Yen Yen 


Farm Labourer... ... 0°295 0°820: 0°323 0:313 0°330 0°320 0°340 0-360 0°360 
Tailor ... rs ... 0°558 0°620 0°598 0°573 0°590 0°640 0°680 0:740 0-770 
Shoemaker ae ... 0°473 0°505 0°538 0°535 0°560 0°570 0°580 0°580 0-630 
Confectioner... --- 0°298 0°315 0:340 0:358 0:330 0°340 0°330 0-360 0-390 
Carpenter vas .-. 0°535 0°593 0°583 0:588 0:590 0-600 0°650 0°750 0°810 
Plasterer oa ..- 0°540 0°590 0°593 0°605 0°600 0-600 0°650 0-760 0-850 
Tile Roofer ies .-. 0°585 0°640 0°635 0°650 0°640 0°650 0-730 0:870 0-970 
Printer ... va ... 0°340 0°380 0°370 0°363 0:360 0°380 0°390 0-440 0°480 
Blacksmith ... ..- 0°475 0°488 0°515 0:523 0°550 0°550 0°570 0°650 0-680 
Cartwright sig ..- 0°465 0°498 0°488 0°485 0°470 0°510 0°520 0°630 0-680 


Moreover, when we take into consideration the real efficiency, 
the so-called cheapness of Japanese labour becomes very doubtful, 
if not quite groundless. 


7. Important Bills in the Parliament. 


A. Ownership of Land by Foreigners.—Foreigners were free 
to enjoy other rights except the ownership of land. The removal 
of this disability has long been a matter of public discussion. At 
last a law for its removal was promulgated in April, 1910, the 
essential provision being as follows: Foreigners domiciled or 
resident in Japan and foreign juridical persons registered therein 
shall enjoy the right of ownership in land, provided always that 
in the countries to which they belong such right is extended to 
Japanese subjects and Japanese juridical persons; and provided 
further, in case of foreign juridical persons, that they shall obtain 
permission of the Minister for Home Affairs in acquiring such 
ownership, with some further reservations. 

B. Factory Law.—As the industry of this country is not yet 
highly concentrated, the evils arising from the factory system 
are not so severely felt as in other industrial countries. However, 
in cotton-spinning and weaving factories female and juvenile 
hands are largely employed. Injurious effects of over-work and 
night-work on them are naturally keenly felt. For more than a 
score of years the author has been urging the necessity of some 
sort of factory legislation, but to no effect. However, in 1898 a 
draft of a Factory Act was presented by the Ministry of Agriculture 
and Commerce to the Higher Council of Agriculture, Commerce, 
and Industry then in existence. In 1902 the House of Repre- 
sentatives passed a petition asking for legislation for the factory 
workers. Then the Russo-Japanese War intervened, and nothing 
was done except that some provisions were made for the mining 
labourers in 1905. 

In 1909 the House of Representatives asked the Government 
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why the latter did not present the Factory Act, and the Govern- 
ment submitted to that House a Bill, some important clauses of 
which are given below. 

Art. II. Factory owners are not allowed to employ children 
under twelve years of age. This does not apply to cases where 
the owners continue to employ children over ten years of age at 
the time of the coming into force of the present Act, or where 
they employ children over ten years of age with the permission 
of the administrative authorities concerned. 

Art. IIT. sl. Factory owners are not allowed to employ 
women and minors under sixteen years of age during the night 
time. 

Art. IV. sI. Factory owners are not allowed to employ women 
and persons under sixteen years of age for more than twelve hours 
a day. 

Art. XIII. Factory owners shall extend such relief as is pro- 
vided by Imperial Ordinance to factory workers, or their family 
relatives, when such workers are injured, fall ill, or die, while 
discharging their duties without gross negligence on their part. 

Art XIV. Rules concerning the engagement, or discharge, 
of factory hands, those relating to the business of supplying them, 
and those relating to apprentices, are to be fixed by Administra- 
tive Orders. 

In order to be well advised,,the Ministry of Agriculture and 
Commerce sought beforehand the views of Prefectural Governors, 
of the Chambers of Commerce, and of various industrial associa- 
tions. By far the great majority of them approved of the draft 
and its underlying principles. But when it was presented to the 
Lower House, the special committee of the House was not in 
favour of that Bill as it stood, one of the chief reasons being 
that it gave too much room to Administrative Orders. There 
being no sufficient time to reframe it before the end of the session, 
it was withdrawn on February 26th. It is, however, expected 
that the Bill will, after being revised and improved, be again 
brought forward in the next session of the Diet. 

C. The New Tariff Bill.—Since the opening of the country, 
Japan has long been subject to an unfair one-sided tariff system. 
Even at the time of the general alteration of treaties with foreign 
countries in 1894, many anomalies still remained. 

As the result of much room being left to conventional tariffs 
in these treaties, the general tariff, which was enacted in 1897 
and came into force in 1899, and which was greatly revised in 
1906, was applicable to very few cases. As the term of* the 
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treaties expires in 1911, the Government, after a long and 
thoroughgoing investigation, presented a new tariff Bill to the 
Diet, which passed it with some slight amendments. There is 
a systematic principle pervading the new tariff. Much may be 
said for or against that principle. But one thing must be made 
perfectly clear. No unfair discrimination is made, and a charge 
that it is wilfully directed against goods of British origin is quite 
unfounded. ' 

D. The Internationalisation of Manchurian Railways.—The 
proposition of the U.S. Foreign Office that the Manchurian rail- 
ways should be placed under an international management, caused 
no little surprise. The only way opened to us was to make it 
clear that our situation in Manchuria, which was achieved with 
the greatest sacrifices, must be well taken into consideration, and 
also that as the open door and equal opportunity are our avowed 
policies there is no necessity for fundamentally changing the 
administration of Manchurian railways. With the new agree- 
ment with Russia about the preservation of the status quo in these 
localities, the peace of the Far East is now made more secure. 
It is time for other countries to avail themselves of the 
security given for their trade and industry. It is essential that 
somebody keeps guard and acts as police in these regions, for if 
left alone, corruption, pillage, and all other forms of lawless 
barbarism will be sure to have sway. It is, then, a matter of 
urgency for the sake, not only of international commerce, but 
also of humanity at large, that peace and order are kept in these 
regions by the nearest and most justified. 

JIucHI SOYEDA 


Correspondent of the 
Royal Economic Society for Japan. 





The Co-operative Congress at Hamburg and the Socialist Congress 
at Copenhagen. 


THREE years ago we sent to the Economic JOURNAL a report 
of the Congress of the International Co-operative Alliance, which 
had met in Italy at Cremona. This year it met in Germany, at 
that city which is the chief centre of co-operative consumption in 
Germany. And it thereby paid a just tribute to the country 
which has for a decade made so vigorous an advance in the 
co-operative movement, that it aspires before long, in this direc- 
tion no less than on the sea, to rival Great Britain. The 
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co-operation of consumers, hitherto a product hall-marked by 
England, will soon be entitled to wear the well-known label 
“made in Germany”! For instance, the Hamburg Co-operative 
Wholesale, started in 1894, and thus only in its seventeenth 
year, now records sales of the value of £3,700,000, while the 
Manchester Co-operative Wholesale, when equally young (in 
1880), had sold only £2,720,000 worth. Moreover, it is in Ger- 
many that we find some of the largest co-operative societies in 
the world. Hamburg has only 42,000 members, but Breslau 
numbers 90,000 which holds the record. 

Nevertheless it was not the present state of Co-operation in 
Germany that formed the centre of interest at the Hamburg 
Congress. It was the presence of a little band of Socialists, who 
had crossed from Copenhagen, where in the preceding week the 
International Socialist Congress had taken place, and the fact 
that this band had come to sign a treaty of alliance, or, at the 
very least, to form an entente cordiale between Socialism and 
Co-operation. 

Here is an event which ought not to pass unnoticed in the 
history of the social movement of to-day, but which, let us be 
sure, it is worth while to explain, even if the facts I propose to 
recall have a more direct interest for French and foreign readers 
than for those of England. We must seek our clues somewhat 
far back. 

During the greater part of the nineteenth century—till 
towards 1870—Socialism and Co-operation were not only on good 
terms mutually, but were not distinct one from the other. In 
England at the Owenist epoch, Co-operation and Communism 
were held to mean practically the same thing. In France co- 
operative association (in production rather than in consumption) 
was the ideal of all Socialists of the Fourier school. And there 
was never a congress of Labour without a resolution being passed 
affirming their faith that in co-operative association lay deliver- 
ance for the proletariat. 

But when the doctrines of Marxist Socialism had begun to 
permeate the masses, all this changed, and Co-operation was 
thenceforth discredited and even ostracised. Karl Marx taught 
a very different Socialism from that preached by Owen and the 
French Socialists. We may even say, without any paradox, that 
his doctrine was much more directly an outcome of that of Ricardo 
and the classic economists. He had studied very carefully the 
capitalistic system in the country of its highest development, 
namely, in England, and far from scoffing at it as his predecessors 
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had done, he was greatly impressed by it. He held it absurd 
to propose to supersede that system by any other, Co-operation 
or what not. And being a thorough-paced determinist, he believed 
it chimerical to seek for a scheme of social reorganisation with a 
view of rendering society better and happier. The capitalistic 
system itself, by the latent action of its inherent forces, would 
become spontaneously transformed. The working classes would 
only require to instal themselves, peacefully or by force, in the 
frames constructed by the classes now at the head of affairs. 
Where then would be the use of constructing a complete co- 
operative organisation? If started, such an organisation, in 
developing, could only have the deplorable effect of misleading the 
evolution of capitalism, and of hindering its attaining that point 
of maturity when it would be fit for Socialists to pluck. It 
would only have the further, and also disastrous effect, of diverting 
the workers from the class war, by bestowing on them certain 
immediate advantages and in giving them a taste for thrift, 
bonuses, and other bourgeois virtues. Added to which there is 
the Socialist doctrine that wages do not rise above the cost of 
living, and that consequently if consumers’ associations reduce 
the cost of living for the working classes, they will have the effect 
of lowering to the same extent the rate of wages. 

Hence it is that, since Marxist theories have penetrated the 
labour world, Co-operation has been rejected as a superannuated 
and bourgeois institution, and the Socialist programme speaks 
only of class war and “the socialisation of the means of produc- 
tion.” So far as France is concerned, we can fix the date of this 
inverted attitude precisely. It was in 1879, at the Labour 
Congress at Marseilles, when a young ardent disciple of Marxism, 
Jules Guesde, ousted the motion on the programme of the day 
in favour of Co-operation, by carrying an amendment purely 
collectivist in its contents. 

From that day it seemed evident that, on the Continent at 
least, the divorce between Socialism and Co-operation was abso- 
lute. The success of Co-operation in England produced no 
impression on labour in France and Germany, either because it 
was not heard of or because it was reckoned that the results 
obtained by way of bonuses were injurious rather than otherwise 
to the progress of Socialism. 

But if England’s example was not enough to enlighten the 
working classes as to the benefits of Co-operation, that of another 
country, namely, Belgium, began to open their eyes. It was in 
1880 that the co-operative movement began in Belgium; and 
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from the outset it was intimately associated with the Socialist 
movement. We may even say that in Belgium the Socialist 
party was the work of co-operators. It was the latter who banded 
wage-earners together round the Vooruit at Ghent, or the Maison 
du Peuple at Brussels, and bound them inextricably to them- 
selves both by the many material advantages secured and by 
severe regulations. It was only in Belgium that the leaders of 
the co-operatives, first César de Paepe, then Anseele, Bertrand, 
Vandervelde, although they did not consider Co-operation as 
sufficient of itself, nevertheless saw in it an instrument in the 
service of Socialism. Co-operation was to prepare the way for 
future socialisation by educating the people, by putting them 
through their apprenticeship in economic government, and by 
supplying them with provisions for war. 

These new aspects of Co-operation made a lively impression on 
French Socialists. They began to acknowledge that Socialism 
might find in Co-operation as much support as in trade unionism, 
and that it would walk quicker and firmer on both of these legs 
than on one of them only. And then co-operatives began to be 
founded, formed after the Belgian model and with the same plan 
of action. It was naturally in the department of the Nord that 
they preponderated, that district being on the Belyian frontier 
and containing the majority of the industrial population of France. 

These Socialistic co-operatives of the Belgian type, however, 
were very anxious to distinguish themselves from co-operative non- 
Socialists of the English system. To compass this end they 
made it a rule to suppress, or at least to reduce to a minimum, 
the distribution of bonuses among members. The funds thus 
saved were to be reserved for measures of solidarity and of Socialist 
propaganda, or even for running Socialist papers and Socialist 
candidates for municipal and political elections. They lent thus 
at once a Socialistic and political flavour to their co-operativés. 

This fashion of rather contemptuously utilising Co-operation 
as the milch-cow of the Socialist party did not commend itself 
to the taste of co-operators in other countries, including Germany, 
Switzerland, Russia, and even the majority of French co- 
operators, who had remained faithful to the Rochdale tradition. 
These all declared that Co-operation ought to be suffered to pursue 
its work of social transformation in its own independent way, and 
by its own resources ; it should not be carried on in subordination 
to the Socialist party, because the inevitable result of this would 
be the secession of a great number of its adherents and a con- 
sequent diminution of its resources. 
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Now this principle of neutrality, which was inscribed in the 
statutes of the International Co-operative Alliance at its incep- 
tion,’ has just been confirmed afresh by the revision of the 
statutes at Hamburg. 

But the most important thing is that this question of 
neutrality has been also raised at the last three Socialist Con- 
gresses : The National French Congress at Paris, the National 
German Congress at Magdeburg, and the International Congress 
at Copenhagen. Long and excited discussions took place between 
the partisans of Co-operation as carried on by the Marxists and 
the Belgians, and the partisans of neutral and independent Co- 
operation. But the majority went with the latter, and declared 
with no uncertain voice, both at Paris and at Magdeburg, that 
they repudiated all bonds of dependence, and all compulsory con- 
tribution exacted from co-operatives for the benefit of the Socialist 
party. They maintained that it was the duty of the latter “to 
encourage the free development of Co-operation.” The Copen- 
hagen Congress, anxious to satisfy both parties and so gain a 
unanimous vote, expressed its resolution in less definite terms. 
It declares that ‘Co-operation of itself was powerless to obtain the 
ends pursued by Socialism. . . . It put workers on their guard 
against those who affirm that Co-operation was sufficient by itself.” 
Nevertheless, it declared that the three great Labour movements 
—Trade Unionism, Co-operation, Socialism—“ while they ought 
to preserve their autonomy, should join together in relations of 
ever-increasing intimacy.” 

And the Congress of the Co-operative Alliance, at Hamburg, 
took note of this manifesto of sympathy and responded with 
reciprocal good wishes. 


This exchange of congratulations between the two Congresses 
marks a new era in the relations between Socialism and Co- 
operation, and inaugurates a fourth phase. The first was one of 
identity between the two movements. The second was one of 
hostility, or at least of indifference. The third was that of the 
subjection of Co-operation to Socialism. The fourth will be that 
of an alliance between these two great forces, conditioned by a 


full independence for each. 
CHARLES GIDE 


1 (Art, 2). The Alliance occupies itself neither with politics, nor with religion. 
Co-operation is a neutral territory, on which persons professing every variety of 
creed and opinion, may meet and take measures in common. 
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Juvenile Labour in Germany and How it is Being Dealt With. 
Being a Report by Miss F. Hermia DurwHam (Inspector of 
Women’s Technical Classes in London) to the Education 
Committee of the London County Council. (No. 1514. 

1910. Pp. 14. Price 3d.) 


THE chief complaint which has to be made with this very 
able little report is on the score of its brevity. No doubt there 
were very good reasons for this; but what we have before us 
makes it regrettable that it was not possible to deal with a larger 
number of towns, or to treat more fully the four that are the 
subject-matter of the present paper. These four have been well 
selected, and each has a character that is peculiarly its own. 
Berlin, as the capital, corresponds in many ways to London, 
though Miss Durham shows that points of difference are 
numerous. Cologne “stands on the threshold of the old and the 
new systems. Large ironworks and factories have grown up in 
its suburbs, while in the old town the small hand trades, and 
little masters with apprentice labour, still manage to hold their 
own.” In this country a similar contrast between the large 
factory and the small workshop can be found in Birmingham 
and Sheffield, though the former system has probably established 
a greater supremacy in our own towns. Strasburg, again, as the 
capital and centre of an agricultural district rather than a manu- 
facturing town, resembles the two East Anglian capitals of 
Norwich and Ipswich. Munich’s position is, however, unique. 
A city of 561,000 inhabitants, it still remains faithful to the old 
system, the proportion of little masters being probably unequalled 
anywhere else. 

Miss Durham points out that the evils of unskilled boy labour 
are not so great as in England. Street-trading and child labour 
are unknown—even in Berlin. Errand boys, though on the 
increase, are not, in proportion, so numerous as in Loridon, and 
the van-boy is unusual ; for a second on a van is normally a man, 
as with brewers’ drays in this country. “The telegraph and 
messenger services are performed by men (usually ex-soldiers).” 
On the other hand, there is a growing demand for unskilled boy 
labour, but the danger of this is lessened by the absence, or 
comparative rarity, of the most injurious forms of it. The dis- 
tinction between “skilled” and “unskilled” in Germany is 
different from what it is in England, “depending more on quality 
than on artificially-defined grade.” 

The better conditions that exist in Berlin are attributed by 
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Miss Durham to four things :—its newness ; its local traditions ; 
the compulsory association of masters, and consequently the 
better organisation of industry ; and definite remedial measures. 
She omits, however, the even more important influence of 
demand. The returns for unskilled boys show little more than 
a sufficiency as it is, even with the removal of the various 
employments mentioned in the preceding paragraph. More- 
over, the Continuation School statistics for Berlin show only some 
10,000 unskilled out of 30,000, though the inclusion as appren- 
tices of all boys working in scheduled trades, whether skilled or 
unskilled, exaggerates the proportion of them, since unskilled 
boys working in skilled trades would be counted as such. How- 
ever, an incomplete list of the apprentices on the rolls of the 
Berlin Handwerkerskammer for 1909 numbered over 31,000, and, 
even so, thirteen guilds were excluded. At any rate, there does 
not seem to be in Berlin that terrible shortage of openings for 
skilled boy labour that meets the investigator in London. So 
far as girls are concerned, they appear to have obtained a far 
smaller proportion of skilled processes than in England; but 
those girls who enter them have apparently little difficulty in 
finding places. 

One may now deal shortly with the measures for the organisa- 
tion of adolescent labour as they exist in Germany, beginning with 
apprenticeship. This is still comparatively common, even in 
Berlin, though the same forces which are telling against it in 
England are at work. It is interesting to notice the struggle 
of some of the larger employers in Cologne to escape the appren- 
ticeship regulations of the Handwerkerskammer (Handworkers’ 
Associations), and the admission of the right of factories to an 
organisation of juvenile labour to suit their general methods. 
The period of apprenticeship is usually three or four years, and 
is continued, one imagines, in a further period of Wanderjahre, 
though this is not mentioned by Miss Durham. In the writer’s 
view short apprenticeship, followed by work as an improver, is 
most suited to modern conditions, where these still allow some 
sort of apprenticeship, and this method appears to be expanding 
in England. The period of apprenticeship for girls is very short, 
and that suggested by Miss Durham hardly consistent with 
fairness to the employer. What, however, is most valuable in 
the German system is the arrangement for ensuring the capacity 
of a master to teach an apprentice. In Cologne at any rate, 
masters are required to prove their fitness to teach before they 
can take one. Moreover, the Education Authorities extend their 
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supervisory activities ‘to ensure that the masters not only carry 
out their obligations to the boys in their workshops, but see to 
their attendance at continuation schools.” In England a start has 
been made in this direction by After-Care Committees and 
Skilled Employment Associations ; but such tests and supervision 
might be carried still further, and might help to eliminate not 
only the exploiter who will not, but the more common case of 
the incompetent employer who cannot, teach his apprentices. 

To turn now to the subject of After-Care generally. In those 
towns where the age of leaving is fourteen, the last year is 
devoted to manual training, though Miss Durham unfortunately 
does not say whether whole or only part time is devoted to this. 
The work of placing children, especially in the case of appren- 
tices, is largely done by the teachers at these classes. They 
are usually skilled master-workmen, and therefore in the handi- 
crafts in especially close touch with their trades and the Hand- 
werkerskammer. This further helps to connect the “upper 
classes of the school and the continuation schools,” but the 
exchange authorities fear confusion and overlapping, and rightly 
demand a more definite organisation. The difficulty appears to 
be less under German conditions thar it would be here, and it 
might be met by compelling masters to report all the boys they 
placed to the exchange as well as all the vacancies and boys 
they failed to fill and place. After-Care as in England is coming 
to be more and more insisted upon. 

It only remains to consider the question of continuation 
schools. The compulsory system would appear to justify itself, 
though it might be better if boys in unskilled jobs were compelled 
to attend up to eighteen years of age, as their fellows in skilled 
trades are. On the other hand, the almost purely theoretical 
character of the Berlin and Prussian schools has to be set against 
the more practical instruction in the far less numerous Technical 
Institutes in English cities. Drawing is the only practical work 
done in Prussia, but at Munich trade-training is given. The 
value of a hand-work trade, even to an unskilled worker, is fully 
recognised as developing his capacity and his adaptability; but 
the education authorities of Berlin insist upon the need of 
increased attention for unskilled adolescents. 

In many ways German conditions differ too much from our 
own to allow their system to be applied in this country. Even 
where this is so, however, their methods are most illuminating. 
Here, in the absence of any institutions such as the Hand- 
werkerskammer, the organisation of boy labour will have to 
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centre more round the Labour Exchange, and will depend on its 
co-operation with the education authorities and especially the 
After-Care Committees. Possibly also existing machinery for 
dealing with the openings for skilled employment will have to 
be made general as part of the organisation of the Exchange, 
whilst the instructors of the Technical Schools can do much to 
carry out that supervision of masters and apprentices which in 
Germany is the work of the Gilds. In many ways Germany has 
to face the same problems of juvenile labour as we have. In 
some ways she has dealt with them more adequately and, on the 
whole, her difficulties are less than ours. The demand appears 
from Miss Durham’s report to be fuller and more adequate. At 
least, there is little or none of that alarming insufficiency of 
openings for skilled employment which is so marked in London, 
and is in too many of our large cities a serious evil. Miss 
Durham is to be congratulated on covering so much ground in so 
short a space, and on the clearness with which she has treated a 


somewhat intricate subject. b 
N. B. DEARLE 





London Statistics, 1909-10. Statsstics of the Administrative 
County of London, and of the public services carried on 
therein; together with certain statistics of the adjacent 
districts. Vol. xx. (Compiled by the Statistical Officer of 
the London County Council.) (P. 8. King and Son. 8vo. 
Pp. xv+592. Price 5s.) 


THERE are eighteen “Londons” of one kind and another 
(Administrative County, Water London, Parliamentary London, 
Greater London, &c.). In the Administrative County there are, 
besides police and justices, 144 local governing bodies, with an 
aggregate membership of over 4,300 persons; while in Outer 
London, excluding justices and minor bodies, there are some 194 
more authorities, with over 3,000 members between them. The 
concentration in one volume of the statistics of these “ Londons,” 
and of the multitudinous activities of the numerous authorities 
exercising powers therein, must be a heavy task. Yet it is 
undertaken each year by the Statistical Officer of the London 
County Council, who culls his materials partly from the data and 
records collected by his own Council and partly from the publica- 
tions of Government departments and the various local bodies. 
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The result for 1909-10 is a large volume of 546 pages of statistics 
and explanatory text, and 42 pages of indices. But even so, one 
cannot complain of any superfluity of detail, but sometimes rather 
the reverse. 

The statistics are arranged in eleven sections and forty-five 
sub-sections, covering the “machinery of public administration,” 
census statistics, vital statistics, labour, pauperism, unemploy- 
ment, public health, education, transport and communications, 
water, gas, and electricity, rates, old age pensions, and many 
other matters. Interspersed throughout the volume are three 
maps and twelve diagrams. 

In a brief review of a book of this character one can refer only 
to two or three of the more interesting features. Such are the 
table on pages 12 to 15, giving a useful synopsis of the chief 
administrative or executive powers and duties of the principal local 
authorities in Greater London, and the section on Vital Statistics. 
In this section are tables showing rates of infantile mortality and 
the incidence of certain diseases in each London Borough, Urban 
Districts around London, and in large provincial towns and 
foreign cities. In the Administrative County as a whole, the rate 
of infantile mortality during the quinquennium 1903-7 averaged 
130 per 1,000 births. In the separate Boroughs the rate ranged 
from 87 in Hampstead, 102 in Lewisham, 109 in Stoke New- 
ington, and 110 in Westminster, to 146 in Poplar, 147 in Bethnal 
Green and Finsbury, 148 in Southwark, 150 in Bermondsey, and 
167 in Shoreditch—or about twice as great in the last area as in 
the first. Generally speaking, but with important exceptions, the 
boroughs with high infantile mortality have a high density of 
population. Further, many of the boroughs with the high rates 
contribute at a greater rate to the population, or have a greater 
excess of the birth-rate over the death-rate, than the boroughs 
more favourable to infantile life. 

Another interesting table is that showing the estimated 
changes in population of the various Boroughs in recent years. 
The figures take us no farther back than the last census of 1901, 
while one set of estimates, based on the number of rated houses 
in each borough on the 6th April, covers only the six years 1904 
to 1909. Taking these latter estimates in preference to those 
based on the rate of change of population observed in the 
decennium 1891 to 1901, we find that the resident population of 
the City of London has fallen by 16 per cent. in the six years. 
The population of the surrounding belt (comprising Bermondsey, 
Bethnal Green, Finsbury, Holborn, Paddington, Poplar, St. 
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Marylebone, St. Pancras, Shoreditch, Southwark, Stepney, and 
Westminster) has likewise fallen to the extent of about 1°7 per 
cent. In actual numbers this central core of London (including 
the City) has lost from 30,600 to 40,000 persons in the six years, 
or about 1°9 per cent. of the total population. The next belt 
(comprising Battersea, Camberwell, Chelsea, Deptford, Green- 
wich, Hackney, Islington, Kensington, and Lambeth) has gained 
in numbers by about 1°5 per cent., or 25,000 to 30,000 persons, 
and the outermost belt of the Administrative County (comprising 
Fulham, Hammersmith, Hampstead, Lewisham, Stoke Newing- 
ton, and Woolwich) has gained by about 10°5 per cent., or some 
100,000 persons. If, however, account be taken of the natural 
increase of population (excess of births over deaths), the loss of 
population in the central area will be accentuated ; the gain in the 
second belt will be converted into a loss; and only in the last 
belt will the growth of population be found to exceed the natural 
increase. There is thus apparent a strong centrifugal movement 
from the centre, decreasing in intensity, however, as it proceeds 
outwards. It should be noted that these conclusions are based 
on a very few years’ experience and on estimates, and not 
enumerations, of the population. 

Considerations of space preclude reference to other equally 
interesting tables, such as those summarising the proceedings of 
the London Distress Committees (p. 88 et seq.), and those 
dealing with the employment of children (p. 193 et seq.). The 
book is, of course, not without its faults. For example, a table 
given in a footnote on page 46 is without headings, for which 
one’s eye has to travel to the top of the page over intervening 
letterpress and another table—an inconvenience not justified by 
the small saving of space effected in the footnote. Generally, the 
short notes prefixed to the tables explanatory of the statistics 
are admirable and as full as can be expected. Occasionally, 
however, the explanations or definitions are inadequate or lacking. 
For example, the table on pages 78-9, showing the numbers of 
persons relieved in each poor law union in 1906-7, and other 
particulars, requires more explanation than is given to it. 
Especially does the heading, “Number of times relief was 
granted,” need definition. Does it mean the number of times any 
given pauper actually received relief, or the number of times the 
guardians made separate orders for his relief? Again, the section 
on workmen’s compensation (p. 192) is singularly bare of any 
explanatory or descriptive text whatever. One may ask, too, 
why on four different pages (8, 10, 518, and 543) the assessable 
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value of the City of London is given as four different amounts on 
the same date? 

These, however, are comparatively small faults and detract 
little from what is a very useful and valuable compendium of 
statistics of the world’s greatest city. 

A. D. WEBB 





Some REcENT OFFICIAL PAPERS. 


Report of an Enquiry by the Board of Trade into Working-class 
Rents, Housing, and Retail Prices, together with the Rates 
of Wages in the Principal Industrial Towns of Belgium. 
(Cd. 5,065.) 


A SEQUEL to the reports which have been given for Germany 
and for France. 





Report on Changes in Rates of Wages and Hours of Labour in 
the United Kingdom in 1909. (Cd. 5,824.) 


THE decline in rates, which commenced early in 1908, con- 
tinued through the greater part of 1909. For the period, 1896-1909, 
the net effect of changes in rates of wages on an ordinary week’s 
pay of the workpeople affected was an increase of £339,000. 





Census of Production (1909). Preliminary Tables, Part IV. 
(Cd. 5,897.) 
THE industries dealt with in this fifth instalment had a gross 
output of £257,215,000, and, deducting cost, a net output of 
£84,325 ,000. 





Report on Collective Agreements between Employers and Work- 

people in the United Kingdom. (Cd. 5,366.) 

THE report deals with nearly 1,700 agreements, affecting 
2,400,000 workpeople ; with provisions relating not merely to rate 
of remuneration and hours of work, but matters such as the 
number of people to be employed on specified tasks, or the 
conditions of youthful labour. 





THE latest statistics of profit-sharing published by the Labour 
Gazette show that at the end of June, 1910, the number of firms 
sharing profits was sixty-nine, the number of persons employed 
about 80,000. The ratio of bonus to wages was, in 1909, 5°2 
per cent. of the wages paid, compared with 4°8 per cent. in 1908. 
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Bulletin of the Bureau of Labour (Washington). 


THE number for Marcu, 1910, continues the index number for 
Wholesale Prices, which in 1909, as measured by the prices of 
257 commodities, were 3 per cent. higher than in 1908, yet 
2°3 per cent. lower than 1907. 

The May number contains an investigation of the cost of living 
in Germany in 1907-8, and of the trend of wages, 1898 to 1907. 





The Tenth Financial and Economic Annual of Japan, 1910 
(Tokyo). 

AMONG many admirably presented sets of statistics may be 
noticed an index number of wages based on the rates in forty- 
seven industries, expressed as percentages of the corresponding 
rates in 1900. [The median of the forty-seven percentages proves 
to be 148.] There is also an index number of prices of com- 
modities compared with 1900. [The median of the fifty-one 
price-percentages proves to be 115. | , 





City Notes. 


The Money Market.—Autumnal demands for gold have been 
on a very large scale during the past quarter, Egypt being the 
most importunate taker. With a big cotton crop fetching a high 
price, Egypt both required more currency than usual to move it 
and was able to draw more freely on buyers of the commodity. 
Early estimates of the amount that would have to go to Alexandria 
ranged up to £7,000,000, and were considered formidable enough ; 
but the amount actually taken was over nine millions. Conse- 
quently the Bank Rate went up to 4 per cent. at the end of 
September, and was 5 per cent. before October was out. Market 
rates of discount followed the official rate with some reluctance, 
and the Bank was obliged to borrow very largely in order to 
produce the necessary stringency in the short loan market, and so 
screw up outside rates of discount ; by these means it was able to 
turn the Continental exchanges in London’s favour, and by 
paying a small premium for bar gold in the bullion market, it 
succeeded in replenishing its store, more or less, by purchases of 
bars arriving week by week from the mines of Johannesburg. 
It was also assisted by the return from Brazil of nearly £2,000,000, 
which came at an opportune momenu, apparently owing to the 
confusion and uncertainty that had arisen with regard to Brazil’s 


currency arrangements. Having got £20,000,000 in the Caisse de 
xx2 
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Conversion, the Government had, or was said to have, an ambition 
to raise the rate at which it would henceforward take sovereigns 
into the Caisse to 18d. per milreis, and is believed to have drawn 
heavily on its London balances in order to raise the exchange 
value of the milreis above that level, which it succeeded in doing. 
But being unable to cover its drawings with produce bills, it had 
to send sovereigns, some of which came out of the Caisse, to 
replenish its balances. Such is the account given by City gossip 
of an unusual and remarkable episode. The gold arrived very 
aptly, but as it now seems likely that official ambitions will have 
to give way to commercial considerations, and that 16d. is likely 
to be the rate fixed on by the new Government at which it will 
reopen the Caisse to the receipt of sovereigns, there is some appre- 
hension that all the metal which came over will go back to Brazil 
and more besides, since the state of the coffee and rubber markets 
will give the Republic the power to draw heavily on Europe, The 
monetary outlook is thus still somewhat uncertain, and though 
the Directors of the Bank have been able to relieve the market by 
reducing the official rate to 44 per cent. on December Ist, there 
is little margin for unseen contingencies. 





Cotton Bills of Lading.—Controversy between Europe and 
America on the subject of bills of lading in the cotton trade is still 
unsettled. The question arose out of extensive frauds in the United 
States last year, when an exporting firm made bogus sales of cotton 
to English and Continental consumers, drew bills of exchange on 
the buyers or the banks and accepting houses named by them, 
attached forged bills of lading to them, and sold the bills of 
exchange to American banks and exchange dealers. The bills of 
exchange duly came forward for acceptance and were discounted in 
England and Europe, but the cotton was not forthcoming. The 
consequent loss fell on the buyers, or, when they could not meet 
it, on the banks that had accepted bills on their behalf. Certain 
of the English and European banks stated, as the cotton importing 
season approached, that they would not in future accept bills of 
exchange drawn in the United States against cotton unless the 
validity of the bill of lading were guaranteed by the American house 
that bought the bills of exchange from the exporter. They con- 
tended that the American banks ought to be in the position to 
decide easily whether the bills of lading—which purport to show 
that stuff is actually being despatched—are valid and in order, and 
that it is their business to do so. The American banks took the view 
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that this responsibility did not lie with them, and further stated 
that the national banks, at least, had no legal right to give such a 
guarantee. A proposal put forward for the establishment of a 
guaranteeing company for this purpose, and the payment of 
premiums to it, was not heartily received by English importers, 
who suspected that the cost of the premiums would have to be 
borne by them; and -a final decision has been postponed until 
December 31st. Perhaps the real solution of the question lies 
in the exercise of more care, on the part of English and Contin- 
ental buyers, concerning the standing and probity of the parties 
from whom they get cotton. 





What is a Bank ?—The failure of the Charing Cross Bank, a 
moneylending institution which offered rates to depositors which 
could not be paid except by employing the funds of the concern 
in highly speculative risks, has led to a demand on the part of 
many bankers that the law should define a bank, and restrict the 
use of the title to companies and firms which do what is called 
a legitimate banking business. But it would require a good deal 
of ingenuity to draw a line. What is a bank? Every bank is a 
moneylending institution. A concern which offers 10 per cent. to 
depositors is suspected by everyone who knows anything about 
the practical facts of business. But between that and 14 per cent. 
below Bank Rate—the usual rate given by the great banks— 
there are many gradations. Some correspondents of newspapers 
who have aired their views have suggested that the publication 
of a balance sheet is part of the definition of a real bank. But 
at least one highly respected private bank does not produce a 
balance sheet for public inspection. And what is a balance sheet? 
Several of the country banks publish a document which does not 
give a separate statement of the cash in hand. The problem 
bristles with interesting queries, and Mr. Huth Jackson, in his 
presidential address to the Bankers’ Institute, deprecated any 
attempt to turn Parliament loose on it. 





Politics, Labour, and Stock Markets.—Stock markets have 
suffered from a succession of unusually severe doses of politics. 
The American elections were hailed with delight by Wall Street, 
as a knockdown blow for Rooseveltism and the policy of hostility 
to organised capital ; but second thoughts reminded operators that 
the Democratic victories had been rather too sweeping, and that 
the hoped-for period of deadlock, in which neither party could do 
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anything, was accordingly less likely to make its appearance. 
Tariff Revision seems to be now as assured as anything American 
and political can be, and a spell of waiting and quiet trade 
is the natural consequence. But natural consequences do not 
always follow. In the meantime there has been an improve- 
ment in the American trade balance, but America’s greed for more 
capital is still enormous and unsatisfied. At home we have had 
the breakdown of the Conference and a General Election—still, 
as I write, only a prospect, but a prospect which is an effective 
damper on business. The Stock Exchange, Tory almost to a 
man, hopes that the time of year chosen for the election will be 
bad for the Radicals, but everybody groans at the inter- 
ruption to business, and the diversion of the public mind 
from the attractions of the stock markets. Trade, however, 
remains wonderfully good, in spite of many adverse circum- 
stances, such as labour disputes, the duration and _bitter- 
ness of which have given alarm to the  stock-holding 
classes. Consols have continued on their downward course 
and have been below 79. The Bankers’ Magazine of 
November contained an interesting and ingenious article by Mr. 
A. H. Gibson, showing that the normal price of Consols is 77}; 
he arrived at this inference from the fact that the average yield 
of Consols for forty years before 1875 was £3 4s. 6d. per cent., 
whence he jumped to the conclusion that this ought to be the 
normal yield, and that 774, which returned this yield on a 23 per 
cent. stock, is the right average price. This is rather a dangerous 
leap, and one can only admire the audacity of an economist who 
can maintain that there is a normal price of anything; but the 
article was thoughtful and suggestive. In spite of politics and 
labour troubles, Home Rails have at last responded to good trade, 
traffics, and dividend prospects. On estimated dividends they now 
yield 5 per cent. and upwards. It seems to me that they ought 
to do all that for their holders, in view of all the uncertainties to 
which the transport industry is liable. Revolutions have been 
plentiful : in Portugal successful, in Mexico apparently suppressed , 
in Uruguay ditto, in Brazil only a seamen’s mutiny. These 
affairs had wonderfully little effect on the stock markets, chiefly 


because they fortunately had very little sail spread. 
HARTLEY WITHERS 
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CURRENT TOPIcs. 


Tue King, following the example of his august father, has 
been graciously pleased to become the patron of the Royal 
Economic Society. 

THE Society is now entering on the twenty-first year of its 
existence ; dating not from its incorporation as a Royal Society 
eight years ago, but from the foundation of the British Economic 
Association. 





AMONG the topics which have been current during the last 
quarter, strikes have unfortunately been prominent. An interest- 
ing communication respecting the recent French railway strike has 
been sent to us by the Paris correspondent of the Royal Economic 
Society, Professor Gide. The strike, he observes, stirred up 
less emotion in France itself than abroad. There was no fall 
on the stock exchange—that faithful interpreter of public 
opinion. The reason is that no one believed the strike would 
last. Also everyone believed, paradoxical as the opinion may 
seem, that the strike had a worse chance of success with a semi- 
Socialist Government than it would have had with a Conservative 
one. And so it proved. The Prime Minister who in past years 
had commended a general strike, found himself compelled to 
blot out his péché de jeunesse by having unhesitating recourse 
to means of pressure. 





YeT it was no easy matter for the Government to act so 
as to be within the law, there being nothing in the laws of 
France forbidding railway, or other strikes, in the public services. 
There was, it is truc, a Bill to that effect passed fifteen years 
ago by the Senate. But the Chamber, fearful of displeasing 
members of the railway service, representing no less than three to 
four hundred thousand electors, postponed the debate on the Bill. 
It went further : it passed a resolution formally recognising, not, 
ij is true, the right of the railway services to strike, but their 
right to form trade unions. From that time the Govern- 
ment, thanks to this weakness, of which it has had 
cause to repent, has not dared to force their hand. Thus 
disarmed, it has been compelled to hunt in its archives 
for old laws, and has found a law dating from the start 
of railways, from 1845. This law punishes severely all injury to 
railway lines, and declares further that strikes were “not pro- 
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fessional, but insurrectional!” This provision against revolu- 
tionary designs afforded a loophole in the recent emergency. 
Recourse was also had to measures used by Italy and Hungary in 
similar situations. That is to say, all railway servants who still 
were liable as reservists to military service were summoned to 
serve. Thus they were compelled to perform as soldiers the 
duties they had refused to do as employees. 





THE legality of these severe measures, according to our corre- 
spondent, is open to dispute, but public opinion willingly sanc- 
tioned them in virtue of the principle, salus populi suprema lez ; 
and the more willingly because of their success. Had they 
failed, public opinion might have shown itself less tolerant. Now 
that the danger has passed, the Government will no doubt have 
to undergo sharp attacks from the Socialist and Radical-Socialist 
parties. It will doubtless lose no time in passing into law the 
Bill which penalises strikes in the public services. 





It may be asked what part was played by the General Con- 
federation of Labour (the famous C.G.T.) in the recent strike? 
Professor Gide thinks that it took no part at all, and even went 
out of its way to do so, foreseeing failure. The action of the 
C.G.T. cannot well be very efficacious in the affairs of railway 
servants, who are scattered over every part of the country, and 
of whom not more than one-fifth are unionists. It is even 
possible that the effect of this defeated strike may prove a con- 
siderable blow to the trade-union movement. We know that 
in France, under the name Syndicalisme (trade unionism), a 
certain body is included who have made it their programme 
to repress all social melioration other than what the working 
classes win by themselves. Hence they repudiate not only 
all reforms of a philanthropic character proceeding from the 
propertied classes, but also all reforms obtained through Govern- 
ment and legislation by way of political action. In this respect 
they are distinguishable from Socialism properly so called, the aim 
of which is the conquest of political power. To take an example : 
Syndicalism ridicules asking for a law to limit the working-day to 
eight hours. It says the workers have only to stop working after 
the eighth hour. There is no need of legislation for that. It is 
what is called direct action. And the strike is the mode of action 
best adapted to the Syndicalist programme—to strike again and 
again till the time is ripe for the “general strike,” the supreme 
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goal. We see clearly that Syndicalism is a pretty near relative 
of the old Anarchism. But there is this essential difference : Syn- 
dicalism is strictly “professional,” and aims at proximate results ; 
Anarchism is more ideological, and is not limited to the interests 
of the wage-earning class. 





TURNING to labour-movements in this country, we find that 
the unrest of which some signs were noticed in our September 
issue has become a grave reality. It has been widely spread, 
and a movement, even though it be but sporadic, that is 
being experienced by various nations may be attributable in part 
to common causes, such as the upward movement of retail prices 
and the increased cost of living ; the higher standard of demand ; 
the new outlook of a new generation ; ignorance ; education. All 
these are among the causes that appear to explain the present 
unrest, and, incidentally, as regards trade union organisation in 
this country, to be leading to frequent -illustrations, if not of 
the weakness of its present leadership, of impatient dissent from 
present guidance. 





AN important exception to this phase of the moment was, 
however, illustrated in the recent dispute in the cotton industry 
and in the speedy termination of the lock-out there. In the case 
of this great industry the difficulty, although appearing to turn 
upon the refusal of a single operative to undertake an assigned 
task, in reality reflected the deliberate view taken by the trade 
union concerned that a freedom to alter and allocate tasks was 
being claimed by the employers in contravention of an accepted 
agreement. In the event it was admitted that a re-consideration 
and, possibly, a re-interpretation of certain clauses of this—the 
Brooklands Agreement—were reasonable. For the temporary 
settlement of a dispute that at one time threatened to be wide- 
spread and lasting, the industry itself and the country at large 
are indebted primarily to Mr. Askwith, of the Board of Trade. 





In the South Wales coalfield, where grave disorder and outrage 
still continue (November 25th), and in the North of England and 
on the Clyde, where a lock-out of boilermakers in the shipbuilding 
trade has been in progress since September 3rd, there appear to 
have been the most marked instances of a breakdown of that sense 
of corporate responsibility and acceptance of obligations incurred 
that are the hall-mark of effective trade union organisation. 
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THE time has hardly come for passing judgment on the occur- 
rences in either district, but as regards both centres of industrial 
dispute recent circumstances appear to make it more pertinent 
to draw attention to the harm of the sectional and unauthorised 
strike which has been common in both industrial fields, and to 
the weakness on the one hand of control and on the other of 
loyalty that have made those strikes possible, than to examine the 
circumstances in which the miners have broken away or those 
under which the Edinburgh Agreement, which was being contra- 
vened by sections of the boilermakers, was entered into ; or, again, 
the joint proposals recently formulated at York, which have been 
rejected more than once by a ballot of the men. 





THE point of moment is, not the episode of this or that agree- 
ment or proposal for adjustment, but the possibility of depending 
on the trade union itself, as the instrument by which the collective 
bargain becomes possible. In the shipbuilding trade what looks 
like initial weakness has led to the deplorable result that many 
thousands have suffered, and are suffering, from the impatience 
and irresponsibility of a relatively small number who, as would 
have happened during the secretaryship of Mr. Robert Knight, 
should have been punished according to rule for breaking their 
contract, no matter how strongly convinced they may have been 
of the justice of their claims. By this means, not only would that 
hardening of relationships that must tend to follow from the 
prolonged lock-out have been avoided, but the way would have 
been prepared for negotiations in the future upon a stronger 
foundation than now seems possible. For it is under conditions 
that make for stability and assured profits that labour is able 
always to make its best bargain. 





THE Board of Trade chart of unemployment shows a recent 
movement that is in general sympathy with the main trend of 
the past decade. The percentage of unemployed recorded at the 
end of October is 4°4, and although this figure is much better 
than the corresponding one of a year ago it is disappointing in 
view of the general improvement in trade. A main explanation 
of the upward movement of the curve is found in the indirect 
dislocation of industry caused by the lock-out in the shipbuilding 
industry, to which reference has just been made, but the seasonal 
slackening in the building trades is also making itself felt. 
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THE 48rd Trade Union Congress was held this year at Sheffield 
—in September, as usual—and was attended by 496 delegates. 
This was almost the same number as that of last year, but the 
members represented, 1,639,853, showed a slight diminution of 
something over 12,000. In all about 20 per cent. of the total 
number of trade unions were represented, and some 70 per cent. 
of the total membership. More than a third of the membership 
represented at the Congress was that of the mining and quarrying 
group, and about half was that of this and the textile groups 
combined. Various resolutions were passed, for the most part on 
lines made familiar by preceding Congresses, but in some cases 
explained, either by recent developments, as by a rather hasty 
critical vote on the new Labour Exchanges, or by the exigencies 
of the moment, as in the case of a resolution passed by a large 
majority, calling for the restitution of the power of making the 
political levy withdrawn by the Osborne judgment. 





THE now-famous judgment to which refererce has just been 
made is having a widespread effect—apparently upon the consti- 
tution of the Labour Party itself, and certainly upon general 
politics. In the former connection the important step has been 
taken, post hoc, if not propter hoc, by the Labour Representation 
Committee of abolishing the pledge of exclusive allegiance to the 
Labour Party, the enforcement of which had considerable weight 
upon the Bench when the Osborne judgment itself was delivered. 
Formally, a greater freedom of action will thus be now possessed 
by all Labour members, but the organisation and machinery of a 
distinct party are necessarily unaffected. 





On the side of politics the judgment has led to the announce- 
ment by the Premier that some Bill to provide for the payment 
of members is contemplated by the present Ministry. Mr. 
Asquith has also stated that it is proposed to legalise the trade 
union levy for political purposes, municipal and parliamentary, 
provided that the opinion of the union has been “effectively ascer- 
tained,” and that there is no compulsion on any member to 
subscribe. It is upon the interpretation and application of these 
two limitations aiming at the protection of minorities that contro- 
versy is already turning. 





THe Mansion House Council on the Dwellings of the Poor 
has agreed to join forces with the London Council of Health 
Societies, and the two bodies will continue their work under the 
title of “The Mansion House Council on Health and Housing.” 
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THE Mansion House Council was founded in 1883, and for 
many years the Council, with its affiliated committees, undertook 
an unofficial inspection of the poorer houses in London, the total 
number of houses inspected being 200,000. Experience has now 
shown that the problems of improving the dwellings of the poor 
and of raising the standard of personal hygiene are so closely 
interwoven that it is best to have a single organisation to deal 
with both subjects. 





THE Association of Municipal Corporations, at their annual 
meeting on October 7th, dealt with the question of the auditing 
of municipal accounts. The Municipal Trading Committee of 
1903 urged the abandonment of the existing system of elective 
auditors, and the appointment of auditors who are members of 
the Institute of Chartered Accountants or of the Incorporated 
Society of Accountants and Auditors. The Association resolved 
to ask the Government to bring in a Bill to deal with the subject. 





A LARGELY attended Conference of Labour Organisations was 
held on October 7th at the Memorial Hall, Farringdon Street, 
to discuss the subject of destitution and unemployment. The 
discussion concentrated itself upon the proposals of the Minority 
Report of the Poor Law Commission. The Social Democratic 
Party moved an amendment objecting to the ideas lying behind 
the phrase, “the break-up of the Poor Law.” The amendment 
was opposed by Mr. Sidney Webb and lost. The Conference 
finally passed a resolution supporting the proposals of the 
Minority Report of the Poor Law Commission, and calling upon 
the Government to pass a right to work Bill. 





THE Town Planning Conference organised by the Royal 
Institute of British Architects, which was opened on October 10th 
at the Royal Academy by Mr. John Burns, was the most repre- 
sentative yet held in this country. Nearly 100 corporations and 
district councils appointed delegates, and the members of the 
Conference numbered 1,200. In connection with the Conference 
an exhibition was held, including more than 1,000 plans and 
many models illustrating the growth of cities, ancient and 
modern types of town planning, the development of suburbs, 
garden cities and villages, and the laying-out of parks and 


open spaces. 


Mr. D. J. SHACKLETON, the well-known Labour leader 
and promoter of the Workers’ Educational Association, has been 
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appointed Senior Labour Adviser at the Home Office. The Home 
Secretary accompanies the announcement of this appointment 
with the explanation that “the continually widening range and 
growing complexity of the industrial problems with which the 
Home Office is called upon to deal . . . require that the Depart- 
ment shall be provided with a readier means than exists at 
present of ascertaining and focussing the feeling of workers gener- 
ally on administrative and legislative questions which affect their 
interests” (Times, November 12th). 





Mr. H. O. MEREDITH has been appointed Professor of 
Economics at the Queen’s University of Belfast. One of his 
first duties will be to organise the newly established Faculty of 
Commerce. Mr. Meredith was Lecturer in Economic History 
at the University of Manchester up to the end of the year 1908. 
He is well known to our readers by his “History of 
Protection in France” and “Outlines of Economic History” 
reviewed in the Economic JouRNAL by Professor Gide and 
Professor Clapham (vols. xv. and xix.) respectively ; also by an 
article in which the idea of a scientific Protection of Infant 
Industries is examined, and by several judicial reviews. 





THE University of Berlin, on the occasion of its centenary, 
has conferred an honorary degree on Professor W. J. Ashley. In 
the diploma conveying this honour, Professor Ashley is described 
as—among other qualifications—a most subtle critic of German 
literature, the author of a splendid history of British Economy, 
and one who has published very instructive [bone frugis plenos | 
books on most important problems of Economic History and 
Commerce. 


In a recent publication, Professor Ashley has handled another 
important problem, the ascertainment of a change in general 
prices. Through the medium of a popular evening paper 
he renders the result of refined statistical investigations 
accessible to the classes that are practically most interested in 
a change in the cost of living. He finds the rise of prices to be 
a fact; and he considers that among its causes the immense 
increase in the supplies of gold has played a large part. ‘How 
large a part of the 18 per cent. rise is to be attributed to that 
one cause” he leaves an open question. As a means of adjusting 
wages to prices, there is recommended collective bargaining prac- 
tised by a well-disciplined and business-like trade unionism. 
(Evening News, October 3-7, 10, 12.) 
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RECENT PERIODICALS AND NEW BOOKS 


The Economic Review. 


OctoperR, 1910. The State and Distributive Justice. H. M. 
ConacHER. Labour in Japan. Rev. J. C. Prinewe. Agricul- 
ture, mining, wages, the cost of living, and the fluctuation of 
employment are among the topics, illuminated by statistics. 
Organised Charities in Oxford. C. Viotet Butter. A clear 
delineation of various charitable agencies, which “will at 
least clear the way for those who hope to improve the world, 
either by influencing character or by changing external con- 
ditions.” Municipal Enterprise in Germany. KR. H. Tawney. 


The Nineteenth Century. 


SEPTEMBER, 1910. Free Trade in its Relation to Peace and War. 
Rieut Hon. Eart or Cromer. A paper read before the Inter- 
national Free Trade Congress at Antwerp. The Blight of the 
Land Taxes. C. Newton-Ropinson. Poor Law Babies. 
JANET LANE-CLAYPON. 

October. The Story of the Osborne’ Case. Harotp Cox. The 
Ownership of Land. Sir Giupert Parker. The Bitter Cry of 
the Irish Home Worker. Marcaret H. Irwin. 

November. The French Strikes. E. Tavernier. The Theory of 
American Protection. Moreton FREWEN. 


The Contemporary Review. 


Octoser, 1910. The Foreign Trade of Great Britain and Germany. 
NovemBER. The Osborne Judgment and Trade Unions. J. R. 
MacponaLp, M.P. 


The Quarterly Review. 


OctoserR, 1910. International Finance in Time of War. E. Cram- 
MOND. Disputing Mr. Angell’s views [referred to in Economic 
JourNAL, Vol. XX., p. 274], the writer fears the strain on our 
credit imposed by a great war. The Position of Trade Unions. 
Harotp Cox. “It is now proposed to legalise a new system 
under which certain members, in return for so much a year, 
will sell their votes on all questions.” 


The Edinburgh Review. 


Octoser, 1910. Our Food Supplies and Imperial Preference. The 
liability to deficiency of local harvests, shown by statistics, 
makes it dangerous to exclude sources of food supply. 
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The Women’s Industrial News. 


Octoser, 1910. “Blind Alley” Occupations. R. H. Tawney. To 
prevent the unemployment and other evils attending such occu- 
pations, it is proposed that the half-time system should be 
abolished, that after a future date, say, January Ist, 1914, all 
children must make full-time attendance up to the age of fifteen. 
Young persons of both sexes are to be prohibited from working 
more than thirty hours per week, and must attend a Continuation 
School or otherwise continue their education. 


Clare Market Review. 


OctoBEeR, 1910. Theory and Practice in English Hop-growing. 
KE. C. CLEVELAND-STEPHENS. ‘The fluctuations of the supply, 
and of the demand too, the (probable) combination of the 
brewers, the competition of the farmers, result in a gamble 
which defies theory. Methods of Invalidity Insurance.  H. 
CLIFFORD CROOK. 


The Quarterly Journal of Economics (Boston). 


Avueust, 1910. The Mann-Elkins Act. F.H. Dixon. The Act of 
1910, amending the Act to regulate commerce, among other 
improvements, rehabilitates the “long and short haul clause ” of 
the earlier Act, and empowers the Inter-State Commerce Com- 
mission to suspend prospective changes of railway rates. 
Proposals for Strengthening the National Banking System. II. 
O. M. W. Spracuge. The series of reforms proposed in this and 
the preceding number are well summarised by the writer, but 
the sun.mary is not easily abridged. Compulsory Arbitration in 
New Zealand. J. E. Le Rossianot, W. D. Stewart. The 
future of the system is regarded as still uncertain. Old Age 
Pension Schemes. F. 8. Batpwin. A review of the principal 
types—not very favourable to the British non-contributory 
system—is followed by a programme of legislation for American 
States. 

A Revised Index Number for Measuring the Rise in Prices. J.’ PEASE 
Norton. A modified form of the “Gibson ”’—the successor of the 
“Dun ”—index number shows a great general rise in American 
prices since 1897; a temporary fall in 1907-8, followed by a 
sharp rise. Method of Taxing the Unearned Increment. E. H. 
Jonnson. An unfavourable criticism of Professor Davenport’s 
unfavourable criticism of the land taxation in the English Budget. 


Political Science Quarterly (New York). 


SEPTEMBER, 1910. Marzism v. Socialism. V. G. SImMKHOVITCH. 
Restriction of Hours of Women’s Labour. G. G. Groat. An 
interpretation of American law. 


The Yale Review. 


NovemsBer, 1910. Sick and Accident Insurance in Switzerland. 
O. H. Jenny. The Railroad Rate Controversy. A. M. SaKouskI. 
The progress of Federal Control of rates is traced; and the 
adoption of the “distance principle” is anticipated. 
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The American Academy of Political Science (Philadelphia). 
NoveMBER, 1910. This number is devoted to Banking Problems. 


Journal des Economistes (Paris). 


Aveust, 1910. Le probléme de la dépopulation. G. pe Mo.rnart. 
The decline of population is caused by excess of taxation, and 
will not be remedied by measures requiring additional taxes. 
Mines. Yves Guyot. Objections to proposed legislation. 

SEPTEMBER. Le port d’Anvers. Yves Guyot. Le second Congrés 
du libre-échange. A. RarrauovicH. Les immobilisations de 
capitaux et les crises économiques. EuGinre p’EICHTHAL. 

Octoser. L’accaparement. G. ve Mouinart. L’Etat et l’épargne. 
Yves Guyot. Les deux régimes. Henri Lampert. La réforme 
de la loi de 1844 sur les brevets d’invention. FERNAND JACQ. 

NoveMBEeR. La gréve des chemins de fer. Yves Guyor. Le 
caoutchouc au Brésil. A. p’ANTHOUARD. La révision du systéme 
douanier en Italie. E. Giserti1. Frére Orban, économiste et 
financier. R.G. Livy. L’impét sur la plus-value du sol... . 
M. Bettom. A review of taxes on the increment of site-value 
in Germany. 


Revue d’Economie Politique (Paris). 


Avucust SEPTEMBER, 1910. Les forestiers et le fisc. A. DuGarcon. 
Le Mouvement des Coopératives de Crédit vers 1863. P. Moripz. 
Théorie sur le formation de villes. R. Maunier. 

OctosEer, 1910. La monnaie en France au XVII¢ et au XVIII 
Siécles. Levasseur. La méthode du Proudhon. G. BovG.e. 
Le Socialisme Municipal en France. H. Nézarpv. Une théorie 
négligée (II). A. Lanpry. Aestudy in Cantillon. 


Revue Economique Internationale (Brussels), 


SEPTEMBER, 1910. This number deals with the modern city: the 
giant London, Garden Cities, the city in Germany, the “rural 
city” of Hungary. ; 

Ocroser, 1910.. This number deals largely with money and finance. 
Dr. M. Dus shows how near the Austrian policy of bills of 
exchange approaches to the ideal of cash payments. Pror. W. 
Lotz inquires how far State aid tends towards communism. 


L’Economiste Frangais (Paris). 


SEPTEMBER 24, Le réclame. RapHaEt G. Levy. With reference 
to M. Victor Mataga’s recent volume, M. Levy considers the 
use of udvertisements, their cost—said to be 100 million francs 
per annum in France and more than ten times as much in the 
United States—their influence on price, and other features. 

Octoper 22. M. Leroy Beavuieu sees in the “syndicalists ” who 
organised the French railway strike not anarchists, but an anti- 
social federation of a piece with the Commune of 1871. The 
demands of the strikers could not have been satisfied without 
new taxes amounting to 200 million francs. The tyranny of 
the Syndicats is to be resisted by closing the Paris “ Bourse 
du Travail” and dissolving the “Confédération Générale du 
Travail.” 
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November 19. Le Café. E. Payen. A study on the production, 
prices and consumption of coffee, with an account of the attempt 
to steady the price made by the State of Sao Paulo. 


Bulletin de V Institut Solway (Brussels). 


The Solway Institut de Sociologie has started this year a monthly 
Bulletin, into which are transplanted papers from various 
quarters, bearing on- the object of the Institute, e.g., Ancient 
and Modern Imperialism by Lorp Cromer, Indian Land Tenure 
by Rev. F. W. Bussrtu. The interests of Sociology are not 
limited to “quicquid agunt homines.” There are papers on 
Intelligence in Birds, The Origin of Insect Societies, and even 
the Genesis of Zero, - 


Jahrbiicher fiir Nationalékonomie (Jena). 


Aueust, 1910. Die Zukunft der Wirtschaftgeschichte. G. 
Bropritz. Kartellbewegung in Russland. J. Go.psTEIN. 
Bankreform in Amerika. H. Liz. 

SEPTEMBER. Zur Kritik der Reichswertzwwachsteyer. K. Dien. 
An unfavourable criticism of the Bill for imposing an Imperial 
tax on site-value in Germany. 

OctoserR. Deutschland, Wirtschaftliche Zukunft in Krieg und 
Frieden. A. Dix. Gossen und seine Lehre. R. Lizrmann. A 
statement of Gossen’s main doctrines, translated from the 
language of mathematics ; in honour of the hundredth anniversary 
of his birth. 

NovemBer. Die Bankenquete und die Depositenfrage. W. Lexis. 
Referring to the inquiry which the eminent writer has described 
in the Economic JournaL, Vol. XX. 


Jahrbuch fiir Gesetzgebung (Leipsic). 


1910. Herr 3. Die neuere Wirtschaftstheorie in der Vereinigten 
Staaten. J. Scnumperer. Der Uberschutz an deutschen 
Frauen und ihre Heiratsaussichten. The surplus of women in 
Germany is not at the marriageable age; the chances of marriage 
are better than they seem. R. May. Bismarck und die preus- 
sischdeutsche Freihandelspolitik. O. Scuneiper. Leibnitz als 
Volkswirt. A. Satz. The views of the universal genius on 
mercantilist theory, demography, &c., reward attention. There 
are other interesting articles. 


Archiv fiir Sozialwissenschaft (Tibingen). 


SEPTEMBER, 1910. Siedlungsfragen und LEingeborenenpolitik. II. 
Dr. Moritz Bonn. A sequel to an article in Vol. XXVIII., 
dealing with the relations between settlers and natives in South 
Africa. Zur Dienstbotenfrage. Eusz Krsten-Conrap. The 
result of an inquiry conducted by the aid of “ Frauenvereine ” 
in several German towns as to the condition of maidservants— 
their age, birthplace, wages, &c. 


No. 20.—vo.L. xx. ¥ ¥ 
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Zeitschrift fiir Volkswertschaft (Vienna). 


Bano XIX., Herr IV. and V. This number includes a tribute to 
Leon Walras by Dr. J. ScoumPETER; and remarks on the shift- 
ing of taxation by Pror. Water Lorz. 


Giornale degli Economisti (Rome). 


Aueust, 1910. Teoria della esportazione del Capitale. G. DEL 
VeccHio. L’entropia economica elementare. E. Seuua. Le 
importe sugl’ incrementi di valore. B. Croziort1. Taxes on 
the unearned increment of capital value and on that of income 
are considered. 

SEPTEMBER. Sul movimento dei rimpatriati dalle Americhe. A. 
Benepuce. I disastri de Mezzogiorno. L. A. Caputo. 
Remedies for the disasters caused by the Italian earthquakes 
are suggested. Le imposte sugli incrementi di valore. B. 
GRIZIOTTI. 


La Riforma Sociale (Turin). 


SEPTEMBER—OcTOBER, 1910. This number has for supplement a study 
on “the curve of price commodities in Italy.” Index numbers 
dealing with exports and imports are constructed. 


Rivista di Scienza (Milan). 


JuNE, Octoper, 1910. This periodical, known also as “Scientia,” 
has taken all knowledge for its province, and accordingly affords 
only a small proportion of its space for papers of economic 
interest. Among such may be noticed in the fourth quarter 
of this year, Le Socialisme, by Pror. E. Rianano (one of the 
editors). In the third quarter, Star-Streams, by A. S. Eppine- 
TON, deserves notice here on account of the analogy between 
physical problems of ascertaining a general trend in the motion 
of the stars relatively to the solar system, and the economic 
problem of ascertaining a trend in the change of the value of 
money relatively to commodities in general. That the physicists 
now recognise two star-streams suggests a possibility which may 
give pause to the framer of index numbers. 





NEW BOOKS. 


AsHuEy (Percy). Modern Tariff Industry. Second edition. 
London: Murray. 1910. Pp. 447. 

Baxer (C. A.). Rates: Being the Revenue and Expenditure of 
Boroughs and Urban District Councils of ten thousand or more inhabi- 
tants (England and Wales). Analysed and compared. London: 
King. 1910. Pp. 38. 2s. 6d. net. 
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Basson (Rocer W.). Business Barometers used in Forecasting 
Trade and Security Prices. London: Effingham Wilson. 1910. 
Pp. 386. 

Bruce (Sir Cartes). The Broad Stone of Empire. Problems 
of Crown Colony Administration. London: Macmillan. 1910. 
2 vols. 

[Personal experience has qualified the writer to discuss the problems which con- 
front a Colonial Governor.] 

CoppEN CuiuB Pusuivations. Most (Dr. Otro). The Problem 
of Unemployment in Germany. Tyska (Dr. Cart von). The Policy 
of Dear Food Prices and Provisions in England and Germany. 
London: Cassell and Co. 1910. Price one penny each. 

Crozier (J. Beattie). The First Principles of Investment. 
Financial Review of Reviews. Pp. 168. 

[A sequel to The Wheel of Wealth reviewed in the Economic JovRnaL ; dealing 
with the geographical distribution of capital.] 

CUNNINGHAM (AupREY). British Credit in the Last Napoleonic 
War. With an Appendix containing a reprint of Des finances de 
l’Angleterre, by H. Lassalle. Cambridge: University Press. 1910. 
Pp. 146. 

Guyot (Y.). Socialistic Fallacies. London: King. 1910. 6s. 

HamittTon-Gracer (R. §.). Finance and War. London: H. Rees. 
1910. Pp. 72. 2s. 6d. 

Harvie (J. Kerr), M.P. The Party Pledge and the Osborne 
Judgment. Manchester: National Labour Press. Pp. 16. 

[‘‘The party, pledge and all, independent, militant and defiant, must be 
legalised.” . . . ‘‘ No surrender!” ] 

Hawesins (C. B.). Norwich: a Social Study. With an Intro- 
duction by the Dean of Norwich. London: Lee Warner. 1910. 
Pp. 326. 

Hirst (F. W.). The Capture and Destruction of Commerce at 
Sea, and Taxation and Armaments. New York: Association for 
International Conciliation. 1910. Pp. 31. 

Keita (THEODORA). Commercial Relations of England and Scot- 
land, 1608-1707. With a Preface by W. Cunningham, D.D. 
Cambridge: University Press. 1910. Pp. 210. 

Knowtes (G. ‘W.). Junior Labour Exchanges. With a Preface 
by S. J. Caapman. London: Sherratt. 1910. Pp. 32. 

[The Labour Exchange, says Professor Chapman, can be applied to children 
leaving school. Expert advice at that stage, Mr. Knowles shows, might obviate 
much unemployment. ‘*We may learn much from Germany without slavishly 
copying her system.”’] 

Low (A.M.). A Study of the Origin and Growth of the American 
Tariff System and its Social and Economic Influence. London: 
King. 1910. 3s. 6d. net. 

Miuyes (ALFRED). From Gild to Factory. A First Short Course 
of Economic History. Second edition, revised. London: Mac- 
donald. 1910. Pp. 84. 

Perris (G. H.). Hands Across the Sea. Labour plea for inter 
national peace. Manchester: National Labour Press. Pp. 16. 


[‘‘ The day of warfare is passing.” . . . ‘‘ A war such as in the old days gave one 
side supremacy or material advantage is to-day impossible.” . . . ‘‘ With half as 
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large a standing army and no navy at all Germany would be safe from attack.”... 
Any time these last twenty years we had not merely a Two-power, but a Three- 
power standard of naval force. . . . Whereas we plead foreign rivalry, it is we 
ourselves who provoked and led the way in this competition.” .. . ‘‘Goschen was 
the great plunger of his day.” ‘‘ Phantoms of a German Invasion” alarm us 
now... “We badly want a nationalisation of the large productive industries, 
so that they may be managed, not competitively for the benefit of a few magnates 
but co-operatively for the benefit of the whole nation.”] 

PowE.t (Euuis T.). The Mechanism of the City. An Analytical 
Survey of the Business Activities of the City of London. London: 
King. 1910. Pp. 172. 


Hopson (J. A.). The Industrial System. New and revised 
edition. London: Longmans. 1910. Pp. 338. 


[The first edition was reviewed in the Economic JouRNAL.] 


Pratt (E. A.). Canals and Traders. London: King. 1910. 
2s. 6d. net. 


Scorr (W. R.). The Constitution and Finance of English, 
Scottish, and Irish Joint Stock Companies to 1720. Vol. II. Com- 
panies for Foreign Trade, Colonization, Fishing, and Mining. 
Cambridge: University Press. 1910. Pp. 504. 


Smith (JaMEs C.). Legal Tender Essays. London: Kegan Paul. 
1910. Pp. 285. 


Vrooman (Cart S.). American Railway Problem in the Light 
of European Experience. London: Frowde. Pp. 376. 6s. 


Wacua (D. E.). A Financial Chapter in the History of Bombay 
City. Bombay: Commercial Press. 1910. Pp. 224. 


Wess (CuaRENCE A.). Valuation of Real Property. Second 
edition, revised and enlarged. London: Lockwood. 1910. Pp. 322. 


{The first edition was reviewed in the Economic Journat. There is now 
added a chapter dealing with the new land values taxes imposed by the 
Finance Act and the land valuation connected therewith. A copy of “ Form IV.” 
with some suggestions as to filling it in is one of the useful additions.] 


Wuitworrs (J. H.). A Practical Guide to Form IV. and Other 
Forms. London: Sherratt. 1910. 

[There is comprised a summary of the duties imposed by Part I. of the Finance 
Act 1909-10.] 

Writers (Mrs. R.). The Small Holdings Controversy: Tenancy 
v. Ownership. London: King. 1910. Pp. 23. 2d. 

Woop (Grorce Henry). The History of Wages in the Cotton 
Trade during the Last Hundred Years. London: Sherratt. 1910. 
Pp. 162. 

Woop (Sir Henry Trueman). Industrial England in the Middle 
of the Eighteenth Century. London: Murray. 1910. Pp. 197. 


Conyneton (T.). The Modern Corporation: its mechanism, 
methods, formation, and management. Fourth edition. New York: 
Ronald Press Co. 1910. Pp. 305. $2. 

[On the organization and management of business corporations.] 

Davis (W. Srearns). The Influence of Wealth in Imperial 
Rome. New York: Macmillan Co. 1910. Pp. 340. 

[The author is Professor of Ancient History in the University of Minnesota. ] 

Eaves (Lucite). A History of California Labour Legislation. 
With an Introductory Sketch of the San Francisco Labour Move- 
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ment (University of California publications on Economics). 
Berkeley: The University Press. 1910. Two vols. 

[The absence of ‘‘fraternalism so evident in European labour laws” appears to 
characterise the California legislation. The exclusion of Chinese is a more special 
feature. The author is Assistant Professor of Practical Sociology at the University 
of Nebraska. ] 

FRANKEL (Lee K.) and Dawson (Mites M.). Working Men’s 
Insurance in Europe. (Russel Sage Foundation.) New “York: 
Charities Publication Committee. 1910. Pp. 477. 

Jenks (J. W.). Governmental Action for Social Welfare. New 
York: Macmillan. 1910. Pp. xvi+226. $1 net. 

[The Kennedy lectures for 1907-8 in the School of Philanthropy of New York.} 

Keuity (E.). Twentieth Century Socialism: What It Is Not; 
What It Is; How It May Come. New York: Longmans. 1910. 
Pp. xix+446. $1.75 net. 

McVey (F. L.). Transportation: Some Phases of its History and 
Problems. Chicago: Cree Pub. Co. 1910. Pp. 411. 

Myers (G.). History of the Great American Fortunes. Vol. III. 
Great Fortunes from Railroads (continued). Chicago: Kerr. 1910. 
Pp. 413. $1.50. 

PiunKEeTT (Sir H.). The Rural Life- Problem of the United 
States: Notes of an Irish Observer. New York: Macmillan. 1910. 
Pp. xi+174. $1.25 net. 

Sparco (J.). Karl Marx: His Life and Work. New York: 
Huebsch. 1910. Pp. 359. $2.50 net. 

Swanson (W. W.). The Establishment of a National Banking 
System. Kingston: Jackson Press. 1910. Pp. 117. 

[A doctoral dissertation. The writer is Assistant Professor of Political Science 
at Queen’s University, Kingston, Canada.] 

Witcox (Detos F.). Great Cities in America. New York: Mac- 
millan Co. 1910. Pp. 426. 


Besse (Pierre). La crise et 1’évolution de l’agriculture en Angle- 
terre de 1875 & nos jours. Essai d’Histoire Economique. Paris: 
F. Alcan. 1910. Pp. 390. 

LESTRADE (VicOMTE ComBEs DE). La Vie Internationale. (Biblio- 
théque d’Economie sociale.) Paris: Lecoffre. 1910. Pp. 190. 


[The facts (e.g., postal union, associations of servants, &c.), the law (e.g., as to 
marriage, naturalisation, &c.), the spirit (not federalistic, not fatal to individuality) 
of international life form respectively the subjects of three books.] 

PassaMa (Pav). Formes nouvelles de concentration industrielle. 
Paris: Sirey. 1910. Pp. 341. 

Pornsarp (L.). Le Portugal inconnu. Etude de sociologie 
pratique. Paris: Giard. 1910. 7.50 fr. 

[Conditions of Portugal, agriculture, industry, commerce, transportation, &c., 
are described.] 


Bérrcer (Dr. Hugo). Die Industrie und der Staat. Tiibingen: 
Mohr. 1910. Pp. 241. 

Drey (Dr. Pavt). Die wirtschaftlichen Grundlagen der Malkunst. 
Stuttgart: Cotta. 1910. Pp. 321. 

[A study on the Economics of a Fine Art.] 
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Hiupesranp (G.). Die Erschiitterung der Industrieherrschaft 
und der Industriesozialismus. Jena: Fischer. 1910. Pp. 244. 


Mayr (Pror. GzorG von). Begriff und Gliederung der Staats- 
wissenschaften. Dritte umgearbeitete und vermehrte Auflage. 
Tibingen: Laupp. 1910. Pp. 182. 


Mez (Dr. Joun). Der internationale Postcheckverkehr. 
Tubingen: Mohr. 1910. Pp. 95. 

[Referring to the recently introduced facilities of transmitting money by post 
between Austria, Germany, Hungary, and Switzerland.] 

Puiuippovich (E. v.). Die Entwicklung der wirtschafts- 
politischen Ideen im 19. Jahrhundert. Tiibingen: Mohr. 1910. 
Pp. viii+144. 1.60 m. 

(Six lectures relative to industrial liberalism, the conservatives, socialism, social 
politics, the agrarians, the present situation, showing the evolution of economic and 
political theory during the 19th century.] 

Puitippovich (Pror. Evucen). Grundriss der  Politischen 
Oekonomie. Zweiter Band. Volkswirtschaftspolitik. Erster Teil. 
Tibingen: Mohr. 1910. Pp. 352. 

[This is the fifth edition of the first part of the second volume of a well-known 
comprehensive treatise. We announced last March the eighth edition of the first 
volume.] 

Weser (Pror. Apotr). Der Kampf zwischen Kapital und 
Arbeit. Tiibingen: Mohr. 1910. Pp. 579. 


[A secondary title describes the work as aiming at a systematic exposition, with 
special regard to present German conditions. ] 


Grittt (C.). La vendita edilizia nelle moderne metropoli. 
Rome: Unione Editrice. 1910. Pp. 154. 


Secre (S.). Dal disavdnzo alla conversione. Turin: Bocca. 
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